PERIODICAL ROOM 
1940 a — 


ECONOMI ST 


ESTABLISHED 1843 


rt, 
a 


Vol. CXXXIX No. 5056 JULY 20, 1940 ns ONE SHILLING 


England’s Example 
Another Budget 
The President’s Powers 
The Labour Market 


Insurance in Wartime 


THE UNION DISCOUNT COMPANY 
OF LONDON LIMITED 


“Udiseo, Stock 39 CORNHILL, E.C.3 Mansion House 794 
Capital and Reserve 
£3,750,000 


The Company deals in British Government Treasury Bills, 
London Bankers’ Acceptances and First Class Trade Bills. 
Money Received on Deposit for Fixed Periods or at Call 





Enquiries Invited 

















NATIONAL BANK OF INDIA 
LIMITED 
Bankers to the Government in Kenya Colony and Uganda 


Head Office: 26 BISHOPSGATE, LONDON, E.C.2 
BRANCHES: 
Tuticorin 
Zanzibar 
Kisumu 
Mombasa 
Nairobi 
Nakuru 


E.A. 
Entebbe 
Jinja Uganda 
Colombo Rangoon Kampala 


Dar-es-salaam Mwanza Tanga Tanganyika Territory 
SUBSCRIBED CAPITAL ... ...  £4,000,000 
PAID-UP CAPITAL ... on ...  £2,000,000 
RESERVE FUND ... ies «.. £2,200,000 


The Bank conducts every description of Eastern Banking business 


Aden and 

Aden Point 
Amritsar 
Bombay 
Calcutta 
Cawnpore 
Chittagong 
Cochin (S. India) 


Delhi 
Kandy 
Karachi 
Lahore 
Madras 
Mandalay 


Nuwara 
Eliya 


Kenya 
Colony 
British 


Trusteeships and Executorships also undertaken 


THE CHARTERED BANK OF INDIA 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 
CAPITAL £3,000,000 
RESERVE FUND £3,000,000 


Head Office : 38 BISHOPSGATE, LONDON, E.C.2 


117/122 LEADENHALL STREET, E.C.3 
14/16 COCKSPUR STREET, S.W.1 


Manchester Branch: 52 MOSLEY STREET 


Over 40 Agencies and Branches throughout the Far East &c. 


London 
Branches 


Drafts granted om Agencies and Branches. Bills of Exchange bought 
and received for collection. Letters of credit and Travellers’ Cheques 
issued, and every description of Banking business transacted. 

The Bank also undertakes Trusteeships and Executorships. 


COMMONWEALTH BANK OF AUSTRALIA 


(Guaranteed by the 
Australian Government) 


Banking and Exchange Business of every description transacted. 
Bankers to the Government of the Commonwealth of Australia, the 
Government of the State of Queensland, the Government of the State of 
South Australia, the Government of the State of Tasmania. 
Commonwealth Savings Bank of Australia, 3,816 Agencies at 
Post Offices in Australia. 


Branches and Agencies 
throughout Australia 


li THE ECONOMIST 














BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL eee ose eee eee £4,500 00) 
CAPITAL FULLY PAID gee eee eee eee £2,400,00 
RESERVE FUND & BALANCE carried forward... £2,253 ,466 
DEPOSITS & CREDIT BALANCES as at 29th Feb. 1940 £42,137,11¢ 


Head Office: THE MOUND, EDINBURGH 
263 Branches and Sub-Branches throughout Scotland 
* London Offices : 
CITY OFFICE, 30 BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W, 





THE HONGKONG & SHANGHAI BANKING CORPORATION 


(Incorporated in the Colony of Hongkong. The liability of members is limited to 
the extent and in manner prescribed by Ordinance No. 6 of 1929 of the Colony, 


Authorised Capital ... a $50,000,000 
issued and Full Seltee a a vat onan 
terling ... ese pee ,500, 
Reserve Funded Sterling Currency ... $10,000,000 
Reserve Liability of Proprietors $20,000,000 


Head Office: HONGKONG 


Board of Directors: H. V. WILKINSON, Chairman 
Hon. Mr. J. J. PATERSON, Deputy-Chairman 
J. K. BOUSFIELD, A. H. COMPTON, Hon. Mr. S. H. DODWELL, G. MISKIN, 
K.S. MORRISON, Hon. Mr. T. E. PEARCE, C. C. ROBERTS, Hon. Mr. A. L. SHIELDS 
Chief Manager: SIR VANDELEUR M. GRAYBURN. 
Branches: Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colomly, 


Dairen (Dalny), Foochow, Haiphong, Hankow, Harbin, Ipoh, Johore, Kok, 

Kowloon, Kuala Lumpur, London, Lyons, Malacca, Manila, Moukden, Muar, New York, 

Peiping (Peking), Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapon, 
Sourabaya, Sungei Patani, Swatow, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama, 


Committee in London: A. H. Barlow, C. A. Campbell, W. W. H. Hill-Wood, 
Sir George Macdonogh, G.B.E., K.C.B., K.C.M.G. 
Managers in London: O. J. Barnes, E. J. Davies. 
Sub-Manager: G. M. Dalgety. Accountant: A. M. Knight. 


9 GRACECHURCH STREET, LONDON, E.C.3 











THE MITSUI BANK LIMITED 


Incorporated in Japan 
The oldest Banking Institution in Japan—Founded in 1683 
Capital subscribed Yen 100,000,000.00 Reserve Fund - Yen 68,800,000.0 
Capital paid-up - Yen 60,000,000.00 Deposit - «= Yen 1,349,704,471.5 


Head Office: TOKYO, JAPAN 


Home Branches: 
Fukuoka, Gotanda (Tokyo), Hiroshima, Ikebukuro (Tokyo), Kobe, Kyoto, 
Marunouchi (Tokyo), Meguro (Tokyo), Moji, Nagoya, Nagoya-Kamimaetsu, 
Nihonbashi (Tokyo), Osaka, Osaka-Dojima, Osaka-Kawaguchi, Osaka- Nishi, 
Osaka-Semba, Otaru, Shinjuku (Tokyo), Wakamatsu (Kyushu), Yokohama, 
Foreign Branches: Bombay, Dairen, London, New York, Shanghai, 
Sourabaya. 
Correspondents in all important places at home and abroad. 





Ve 


LEAI 
En; 
An 
Th 
Th 


NOT 


Th 
Sol 
Ind 
Ne 
Sil 
Por 
Ha 
Th 
Th 
Au 
Ev: 
Dis 
Th 


AC 
Alt 
Co’ 
Ex 


Shi 


se 
eee » GS ieemn GENERAL BANKING AND EXCHANGE BUSINESS L 
Note Issue Department 65,998,016 London Office : justi 
Rural Credits Department 2,347,055 WINCHESTER HOUSE, OLD BROAD STREET, E.C.2 tion 
Other items ... — ... 17,953,413 Telephone : London Wall 3221, 3222, 4239 Ms 
£342,092,999 CABLE ADDRESS: “ Mitsuigink, London.” _ 
London Office: 8 OLD JEWRY, E.C.2. A.H. LEWIS, Manager’ = 
Also at AUSTRALIA HOUSE, STRAND, W.C. = 
nw 
YG VddddéddddddidiiidddddddddddéddM ddd ddddddddddd am 
Z Ogs 
) : LIF 
THE BANK OF ADELAIDE ||| GRESHAM LIFE ur 
Incorporated with Limited Liability in Australia ZW 
Established 1865 Z Established 1848 defe 
Paid-up Capital ae £1,250,000 Z : 
Reserve Fund £1,000,000 UY Ask for the mor: 
dead £2,250,000 Z will 
Reserve, Liability of Shareholders ... £1,250,000 Z @ f 
£3,500,000 J ort 
Head Office: ADELAIDE, SOUTH AUSTRALIA Z In t 
SYDNEY OFFICE: 279 George Street. MELBOURNE OFFICE: YG dyn: 
267 Collins Street. PERTH (W.A.) OFFICE: St. George’s Terrace. e : . 
BRISBANE OFFICE: 305 Queen Street. FREMANTLE OFFICE : Z Maximum Cover + Valuable Option our 
78-80 High Street. Z stro! 
Bills on Australasia purchased or collected. Drafts issued and % GRESHAM LIFE ASSURANCE SOCIETY LIMITED 
Remittances cabled. Deposits received for fixed periods at rates to Y Reco s FI e a ally 
be ascertained on application. Accounts opened in Australia for ZY Head Office: 188-190 eet Street, London, E.C.4 S 
Overseas Banks. Enquiries invited regarding Australian Trade. VYjpsseee PEEK MEEXZ#@@EA#/ IEE“ U“_ ' | 
London Office: 11 LEADENHALL STREET, E.C.3 this 
A. BUTTERWORTH, Manager. tion 
leap 
CITY OF TOKYO 
. REFUGE ASSURANCE COMPANY LTD. tain 
FIVE PER CENT. LOAN OF 1912—STERLING ISSUES Chief Office: OXFORD STREET, MANCHESTER, 1 War 
The City of Tokyo announce that the « peration ol tl Sinking Fund ANNUAL INCOME EXCEEDS o ~ £13,300,000 191) 
for the year 1939 was carried out by way of purcl s; on the Market, ASSETS EXCEED - - . . £72,400,000 thin 
and that BONDS value £158,940 (nominal) were so purchased and are CLAIMS PAID EXCEED - - - £125,100,000 to s 





now CANCELLED. 





1940 


00,004 
10,000 
53 466 
37,116 
RGH 
id 


Y, W, 


ATION 


nited to 
-olony,) 
0,000 
0 


yoto, 


etsu, |] 


Jishi, 
ama. 
ghai, 


.C.2 


| | 


| 


THE ECONOMIST 








Vol. CXXXIX JULY 20, 1940 No. 5056 
LEADING ARTICLES THE WORLD OVERSEAS INVESTMENT NOTES 
England’s Example ..............00+. 65 “ Aerial” Warfare ..........-0++0++5 75 Awaiting the Budget ............... 95 
her Budge bE America Changes Her Mind......... fo Dollar Securities in Safe Keeping 95 
EEE MOMNEOS Sy cns sancorensetees yin ne Catastrophe of France ...... iT Capital Issues under Control ...... 95 
mame President's Powers ..........:- 67 Portugal’s Improving Position ... 78 Home Corporation Stocks ......... 95 
re arclav Perkins’ re C 
Be Labour Market 2.66.66 cs.cccsees 69 BOOKS RECEIVED ................ Lata sear = 
aleciacaaias WARTIME INSURANCE PROBLEMS Suburban and Provincial Stores... 96 
_ OF THE WEEK ce ee Insurance Against War Hazards... 79 London Tin Recovery apie nainsesontis 97 
A Lhird Term for Mr Roosevelt? 70 Cover for Convoys and Cargoes ... 80 Johnnies ” Dividend Cut ......... 97 
ane a al lal 10 American Insurance—A British THE STOCK EXCHANGES .........:-. 98 
Ta tchon te ——— Diioakduats 70 , pen bee clea eae = CAST s TRIG Ko 22 inne cicedcacnses 98 
Br MR JOUEtS FOF GEE acc cncacccssecs 70 BRITISH ee IN 1939 - SHORTER COMMENTS  cccccccccccecce 99 
Silence or Common Sense? ....... 71 General Results ............0.sesees 
Pound and Dollar ................ 71 Life Assurance .........seeeeseeeees aa . , r 
’ ot ae 4 Fire Esurance .....0...ccceccccccccees 88 INDUSTRY AND TRADE 
Half-Light on War Finance ...... 71 ident I chai 90 
The Cost of Living .................- 7] PCCIGOME EMSUTAMICE 26.060000s0500000. ( ei 99 
The Italian Front ee eee saa 72 Movement of Labour ............... 99 
eee France Pe entuives pats 72 THE BUSINESS WORLD Export of Wool Textiles ............ 99 
Evacuation Overseas..............04+ 72 LEADING ARTICLE BARE MIS ssesaitevivievnn-neinei 99 
Distressed Areas ...... esos sseeeeees 72 : Rubber from Petroleum ............ 99 
The Press versus the B.B.C. ...... 73 Delays im ProGuctioh «......6sece0e 92 The Disappearing Egg ............... 100 
Unemployment and National Ser- . N NG Aireraft Production ........ccccccceee 100 
1 /3 FINANCE AND BANKING Herring and the Ministry of Food 100 
Accidents and Output ............... 73 Exchange Control at Last ......... 93 a ; sea iil iin “te 
mage — : The Problems of Bilateralism ...... 93 OMMOSSES AND SNOUSIEY NEWS 
oins of the Realm .... 7 Ensuring Rate Stability ............ 94 7 ts 
Experiment Deferred 7 Tisheer’ hieney Se a Atel 94 COMPANY MEETINGSG............ 101 
The Pilgrim Trust ....... 4 Clearing Bank June Statements... 94 
SEN I cba. pataudarevgccawdeds 74 Half-Year’s Money Rates ......... 94 CURRENT STATISTICS ......... 105 


England’s 


NGLAND will save herself by her exertions and 

Europe by her example.” Pitt's words have, with 
justice, been on every lip in recent weeks. Of the exer- 
tions that will be necessary we are all sufficiently con- 
scious; the Prime Minister knows his people when he tells 
them without disguise of what they may have to undergo. 
But what of the example by which we are to save Europe? 
In what does that consist? We may be quite sure that it 
does not consist in a mere defensive passivity, however 
dogged or heroic. On the military side, there is virtual 
unanimity that we cannot win unless we attack wherever 
and whenever we can. To be content with standing on the 
defensive would be disastrous for the country’s domestic 
morale. And it is not the sort of example in which Europe 
will be able to see a way of salvation. Defending our 
fortress is our immediate task; but it will not win the war. 
In the jargon of the moment, we must answer the Nazi 
dynamic with one of our own. We must impose on others 
dur own conviction that our system is not only physically 
stronger than Hitler’s, but morally preferable and emotion- 
ally more attractive. 

So strongly is one section of opinion impressed with 
this necessity that it is calling for a new English Revolu- 
tion to breed in this island a new race of fanatics. But to 
leap to such a radical conclusion is surely to leap much 
too far out of the frying-pan of passivity. We should cer- 
tainly not baulk at the most revolutionary notions in 
Wartime, if they serve to win the war. Between 1914 and 
1918, the need to win the war led to the adoption of many 
things, large and small, from the emancipation of women 
to summer time, which would have required a revolution 
in thought in peacetime, but which, once adopted under 


Example 


stress of war, remained as permanent elements of the 
national life. There will be others in this war, and there 
must be no shrinking from them. It was suggested in The 
Economist a fortnight ago, for example, that the institu- 
tion of a National Minimum standard of life, guaranteed 
by the State, would not only be a social reform desirable 
in itself but of direct assistance in the financing of the 
war. If such a reform were coupled, as it may have to be, 
with a maximum limit to the income that any individual 
could enjoy after he had paid his direct taxation, we 
should have achieved a substantial reduction in the in- 
equity of incomes far more smoothly and effectively than 
if that had been our avowed aim. There should be no 
shrinking from necessities of this kind merely because they 
are radical. But to argue, as is being argued in some 
quarters, that the war is an opportunity for the minority, 
under cover of the need for an “English dynamic,” to 
foist on the majority revolutionary notions which are 
neither necessary for the war nor capable of attracting the 
support of the nation, is to betray the whole spirit of 
English life and open the gates to Hitler in the act of 
opposing him. The collapse of France has surely taught 
us how precious a thing is the real national unity that 
prevails in this country. We are perhaps the only great 
people in the world with a really instinctive national 
unity, an unquestioning loyalty not merely to the land we 
live in (the French had that, and it led them to abandon 
all that France stood for to save her fair face), but a 
loyalty to our community and our history and our liberties 
-—things that cannot survive surrender. 

This unity of England has not been forged by a revo- 
lutionary tradition. On the other hand, it would not have 
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survived if our tradition had been one of merely avoiding 
revolutions. We have avoided the doctrinal excesses with 
which new ideas have forced themselves on our Conti- 
nental neighbours. But we have never resisted the new 
ideas themselves. On the contrary, the English tradition 
has been to welcome them with eager curiosity and to 
graft them on to the continuing growth of the nation. We 
fought the French Revolution and its heirs for a quarter 
of a century—and emerged not only as the most liberal 
nation in Europe but as the avowed champion of 
Liberalism. The secret formula of England is to be at once 
conservative and progressive, to press forward with new 
ideas just as fast as the mass of the people can be carried 
along, but no faster. 

When, then, we are faced, as we are to-day, with the 
need for a new dynamic, the answer must be that it can 
only be an English dynamic. The English tradition has 
brought us many things of which we have a right to be 
proud. It has brought us freedom for ourselves and tolera- 
tion for others. It has brought us wealth and power. It 
has brought us the leadership of the greatest Imperial 
State the world has ever known, and the only one that 
has ever been ruled by consent alone. It is not failing us 
now. If there is any failure, it is that we have been —e 
to forsake our tradition. Faced with the menace of 
Continental heresy of the Right, too many of us can think 
of nothing but to take refuge in a Continental heresy of 
the Left. The English tradition is not to bow the head to 
the East, whether it be to Mecca, to Munich or to Mos- 
cow, but to see what can be taken from each new 
fanaticism to enrich our own heritage. 

It would be foolish to deny that there is much that we 
could learn from the Nazi-Fascist heresy. There is the 
lesson of the results that can be achieved by a modern 
State through the use of careful, far-sighted planning and 
cohesive organisation. We can absorb those lessons without 
weakening our principle of democratic consent or infring- 
ing our fundamental liberties; our constitution has never 
confused democracy with chaos. We can also learn from 
Germany the lesson of the joy with which the individual 
citizen gives his service to the community. In England, 
we can organise this dormant spirit for peace as well as 
for war. We can steer the middle course between the 
slave State, to which the individual gives all and receives 
nothing but kicks in return, and the purely charitable 
State which is looked upon as a year-round Father Christ- 
mas. That, too, can be done without any diminution, but 
rather with an enhancement, of our liberties. 

This eclecticism is the traditional English answer to the 
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HE Supplementary Budget—perhaps it would be 
wiser to call it the First Supplementary Budget—is 

to be opened by Sir Kingsley Wood on Tuesday. It is 
coming earlier than was expected, but not a day too soon. 
Three months have been more than enough to demonstrate 
the total inadequacy of Lord Simon’s Budget of April; 
the only surprise can be that anybody in the Treasury 
imagined, even at that time, that the financial problem of 
war could be coaxed into so undersized a strait-jacket. 
The biggest change in the three months has, of course, 
been the scale of expenditure. Lord Simon’s figures pro- 
vided for a total expenditure, on war objects and peace 
objects alike, of £2,667 millions. But expenditure in June 
was already running at the rate of £3,476 millions a year, 
and in the first thirteen days of July it was at the rate of 
over £3,700 millions a year. The estimate of £4,200 
millions for the probable “ ceiling” of the Government’s 
expenditure, mentioned in The Economist as long ago as 
September and widely derided at the time, begins to look 
like an under-statement. The second change since April is 
in the readiness, or rather the eagerness, of the public to 
bear whatever burdens are put upon them. Even if Lord 
Simon’s estimate of expenditure had been reasonable, it 
was hardly courageous finance to raise only {£1,234 
millions of it by taxation. Now that at least £1,000 
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challenge of a new secular religion, and it has served ys 
far better than any adherence to one universal system or 
another. But the eager progressive spirit has been lacking 
in the last two decades. Instead of taking pride in being in 
the van, we have tended to run on our acquired momen- 
tum and to fall behind in consequence. In our relation 
to the outside world this has been most noticeable. Until 
March 18, 1939, the only guiding principle in British 
foreign policy was that the last risk in our history had 
been taken on November 11, 1918. In domestic Politics 
we have drifted into that complacent negative spirit of 
doing nothing save under compulsion which now inspires 
the whole Governmental machine of the country and saps 
its energies. In economic affairs, the damage done has been 
even greater. Our economic policy since the last war, and 
especially in the last decade, has not bred efficient business 
men who would now be available to run the inflated State 
machine. There has been no need to exercise the talents 
of the competitive producer in a community where mono- 
poly has been fostered, where restriction has been a virtue 
and where a protective tariff or a subsidy has been forth- 
coming for every failure. The financial wizard, the amal- 
gamator, the lobbyist have flourished; but not the pro- 
ducer. These are the results of Baldwinism; we have been 
run too long by old men, whose ideal for their country is 
a comfortable old age. It is significant of the spirit they 
have bred in us that an adventurer is to-day the antithesis 
of a gentleman. 

From this stagnation under the sign of the furled 
umbrella we need to return to the tradition of the Gentle- 
man Adventurers of England, which inspired both the 
Elizabethans and the Victorians. We all of us believe that 
we can construct in this island a system that will be 
stronger in war, richer in peace and nobler in aim than 
any Continental tyranny. Our immediate task is to prove 
it. The first phase of that task is the feat of arms to which 
we are now addressing ourselves. But the other phases, 
which cannot safely be postponed, are also urgent. In the 
economic and social fields the technique needed for war is 
not so very different from that needed for peace; the organ- 
isation of production and the equitable distribution of the 
resources available to the community. The war provides 
both an opportunity and an inescapable obligation to see 
how far a bold leadership can go in organising productive 
efficiency and in fostering social justice without injuring 
the unity of the nation or destroying the liberty of the 
subject. It is by these means and not by any synthetic 
importation that we can provide a dynamic example and 
reconquer the moral leadership of Europe. 


Budget 


millions must be added to the expenditure figure, now that 
large-scale borrowing has become no easier and now that 
the public is asking to be allowed to make sacrifices, a new 
accounting is imperatively necessary. 

To say ‘this is easy. But what new resources are open to 
the Chancellor? There has been talk in the Press of 
another shilling on the income tax and of further increases 
in the duties on spirits, tobacco and petrol. It is to be 
hoped that the poverty of imagination revealed by these 
reports exists only in Fleet Street and that it is not an 
accurate reflection of the Chancellor’s mind. Not that 
there is anything wrong in principle with such further 
increases in existing taxes as are practicable; on the con- 
trary, there is everything to be said for them, since an 
increase in an existing tax never meets with the same 
resistance as the first imposition of a new tax. But the 
problem cannot be solved in this way. For one thing, no 
single tax is so perfect in equity that it can safely be 
increased ad infinitum. And secondly, our existing tax 
system has so many gaps that it would be grossly unfair 
merely to increase the burden reposing on those who now 
pay the taxes. The largest and most familiar gap is the 
so-called “‘ middle incomes,” which are lightly treated at 
present because they fall midway between the fields in 
which direct and indirect taxation operates. For example, 
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a married man with two children and an earned income of 
£480 a year pays less than 4 per cent. of his income in 
income tax, even with the standard rate at 7s. 6d. in the 
£; but, on the other hand, his income is too large to be 
seriously affected by the duties on beer, spirits, tobacco, 
sugar and the rest. No increase in income tax that would 
be tolerable to those richer, or in indirect taxation that 
would be tolerable to those poorer, will impose any appre- 
ciable sacrifice to him. If we are really to make an 
effort to raise the maximum possible amount in taxes— 
a principle to which universal assent is given—we 
cannot afford to be content with the existing structure 
of taxes. 

Unfortunately, the only new venture in taxation that 
was included in the April Budget was an unhappy one. 
The Purchase Tax illustrated very conspicuously the fun- 
damental defect of all indirect taxes. If its net was to be 
cast wide it would give rise to justified complaints that 
it imposed a disproportionately heavy burden on the poor. 
If, in the attempt to meet this criticism, extensive exemp- 
tions were granted, it would yield no revenue. Sir Kingsley 
Wood has been going through the ordeal by deputation, 
and it is confidently reported that he has decided to drop 
the tax and replace it with a more specific tax, or taxes, on 
luxury goods. A luxury tax is admirable for general 
economic reasons; in fact, if luxuries can be adequately 
defined, the rate of tax should be so high that it is prohibi- 
tive—and, incidentally, unproductive of revenue. 

Luxury taxes, in short, make a smaller contribution to 
the financial problem the more effectively they serve their 
main purpose. In fact, it is very doubtful whether indirect 
taxes can be of very much service to the Chancellor of the 
Exchequer. The only ones that would produce any sizeable 
revenue would be taxes on necessaries, which would be so 
unfair in their incidence as to be politically impracticable. 
If we are in earnest about raising the revenue, we must 
swallow the bitter pill of deciding to make drastic increases 
in direct taxation. This is the special harm that has been 
done by the three months that have been wasted since April; 
customs and excise duties can be increased at any moment, 
while direct taxes can only be altered in the course of the 
financial year at the cost of great inconvenience. We can- 
not, however, afford to wait until next April; the difficulties 
must be faced and the inconvenience borne. 

To say that the additional revenue must be raised by 
direct taxation is not by any means the same thing as 
saying that it must be raised from the rich. It will be a 
necessary part of any scheme that is to have the appear- 
ance of equity that the burden on the rich, heavy though it 
is, should be increased still further; indeed, it might well 
be considered in dead earnest whether an absolute maxi- 
mum limit should not be set to the income that any indi- 
vidual can draw in wartime. But as has frequently been 
pointed out in The Economist, there is not much more 
revenue to be exacted from the rich, even with confiscatory 
taxation. Any substantial increase in the revenue to be 
raised by direct taxes must come from the middle and 
smaller incomes. Indeed, the central problem of war 
finance is to find some means by which a direct levy can 
be made on virtually all incomes. To enact a special tax 
on wages would be asking for the maximum of political 
trouble. The method that would be simplest, both in politics 
and in fiscal technique, would be to extend the existing 
income tax to cover all incomes. Clearly there cannot be 
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an individual review of every income in the country and 
an extended income tax would, for that reason, have to be 
levied at a flat rate with no distinction between persons; it 
would also have to be collected at the source (which would 
have the incidental advantage of bringing an immediate 
yield to the Exchequer). The suggestion is, in short, that 
the standard rate of income tax should first be reduced 
to, say, 2s. or 3s. in the £ and then collected at the source 
on all incomes in excess of, say, 5s. a day or the equivalent 
amount per week or per month. A graduated surtax, based 
on an individual review of each income, could then begin 
at the point where income tax now begins and advance by 
progressive stages up to a maximum of 100 per cent. above 
the accepted wartime limit for individual incomes. 

These are, of course, only the bare bones of a proposal 
that is advanced only as an example of the sort of new 
departure in fiscal methods that could be resorted to and 
would be acceptable to the public. In any such scheme 
there would clearly be detailed problems to solve. For 
example, equity would demand that some part of the yield 
should be returned in the form of family allowances— 
to be regarded, for this purpose, not so much as a social 
service but as a rebate of taxation. A special rate of taxa- 
tion would have to be determined for company reserves 
(the tax now deducted from dividends is, of course, only 
a convenient first approximation, subject to increase or 
diminution when the individual’s income is examined, and 
this arrangement might well stand). But in general a tax 
such as has been suggested (not for the first time) would 
be entirely feasible and very productive of revenue. Some- 
thing on these lines is, in fact, the only means by which 
we can make any substantial progress towards a solution 
of the purely financial problem of war. The alternative 
suggestion of taxes on capital hardly survives examina- 
tion. A tax on capital, if small enough, would merely be 
a discriminatory income tax on incomes from property, 
and if there is a case in equity for this, it can be incor- 
porated in the income tax. If the tax on capital is heavier 
than can be paid out of the annual yield of the property, 
it is a means of reducing the National Debt by compelling 
existing property owners to assume responsibility for it. 
Such a levy makes no contribution to the problem of war 
finance, since no amount of transfers of title to existing 
debt or existing property can affect the level of present 
consumption. Moreover, if there is to be a levy on capital 
to meet part of the cost of the war, it should fall, if not 
exclusively at least with greater weight, on those whose 
wealth increases during the war—and they cannot now be 
identified. 

But the one thing that would be fatal would be to 
dismiss a tax on capital—or for that matter on anything 
else—merely because it is radical or distasteful to one 
section or another of the public. The more radical the 
solution—provided efficiency and equity are served—the 
more successful it is likely to be in tapping new sources 
of revenue. 

There can be very little doubt that our financial situa- 
tion, though still possessing all the elements of ultimate 
strength, has weakened since April. On both sides of the 
vicious spiral, official policy has been applying stimulants 
rather than brakes, whether it be by inflationary finance 
or by an expansive wage policy. Sir Kingsley Wood now 
has a chance to restore the balance in some degree. He will 
not do so by patchwork. 


The President’s Powers 


ARLY this month the Republican party sprang a sur- 
prise and nominated Mr Wendell Willkie, pro-Ally 
business man and one-time Democrat, as candidate for 
President of the United States. This week it has been the 
Democrats’ turn. Mr Roosevelt had already been elected 
to serve two terms of office, and no President has ever 
been elected for a third. The President told the convention 
plainly that he did not seek another term; and he 
has organised no ostensible support for his nomination. 
But Mr Roosevelt remains the obvious choice. Indeed, he 


was the only choice, if it was the wish of the Democrats to 
win this year’s election, and the party delegates, assembled 
in the heart of isolationist America at Chicago, had to 
decide. They nominated Mr Roosevelt. 

Meanwhile, it is certain that, whatever President 
may be inaugurated next year, he will favour aid to the 
Allies. It is assured, therefore, that during the months that 
must elapse until then, there will be no fresh pressure 
upon the White House or upon Congress to turn sharply 
back towards stricter isolation from the European conflict. 
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What degree of backing the Allies will be given is not 
so sure. At both the Republican and Democratic Conven- 
tions the formal party statements on foreign policy were 
reserved and cautious in the extreme. Even the Demo- 
cratic “platform” ran far behind the established policy 
of Mr Roosevelt—and behind the express views of Mr 
Willkie, too—in its statement of support for the Allied 
cause. 

Actually, the reluctance of the two parties’ organisers to 
antagonise the jsolationist sentiment that is still strong 
among a section both of Democrats and Republicans was 
inevitable. At this stage of the proceedings, the main aim 
is to offend as few people as possible. American parties, 
operating throughout a great Continent with widely vary- 
ing sectional interests and sharply divergent points of 
view, are not based upon unified and distinct programmes 
of policy. Their “ platforms ” are designed to capture the 
allegiance of as many districts and as many sentiments as 
possible. Their object is simply to command a majority 
of votes, and in the upshot it will be left to the new 
President, and him alone, to speak for the Union with a 
single voice on the crucial issues of the day. 

This does not mean that either Mr Roosevelt or Mr 
Willkie will necessarily have power to act on his belief 
that resistance to the dictator states is both right and 
necessary. It is quite true, as Professor Laski makes 
abundantly clear in an illuminating series of lectures on 
the American Presidency published recently in book 
form*, that in the day-to-day manipulation of foreign re- 
lations the President of the United States is very powerful 
indeed. President Roosevelt himself has always acted 
boldly on the assumption laid down over a century ago 
by Jefferson that “ the transaction of business with foreign 
Powers is executive altogether.” It is the President’s func- 
tion to conduct or guide all diplomatic negotiations. It is 
his duty to state the interests of the Union and the mind 
of its people in relation to world events; and it is his task 
to educate that mind to the inwardness of what goes on in 
foreign countries. 

Mr Roosevelt has trained up a newly-aware public 
opinion with great skill. Mr Willkie’s victory in the Re- 
publican ballot owed much to the spreading consciousness 
of danger, underlined by the dramatic course of events 
abroad, that Mr Roosevelt’s leadership has evoked. But, 
while the President shapes foreign policy, Congress has 
the final voice. The Senate makes or breaks treaties. Only 
the two Houses of Congress can declare war. Mr Roosevelt 
himself has found his hands tied and his discretion limited 
by Congress’s neutrality legislation. 

The President leads, it is true, but Congress legislates. 
“Congress has more power than any other legislature in 
the world.” In Britain, the Prime Minister controls a 
majority in Parliament. The Cabinet initiates all laws and 
financial acts, and Parliament follows. In the United States 
the President is not master of Congress. He cannot dis- 
solve it or compel its support. The American Cabinet does 
not make policy or impose policy upon the legislature. In 
the last war Woodrow Wilson never called it together. It 
is little more than a body of individual advisers chosen by 
the President, and its members have neither voice nor vote 
in Congress. Congress is independent. Its leaders are the 
party leaders among its members, and its “ ministers ” are 
the various chairmen of Senate’s specialised committees. 
By tradition and constitutional arrangement, one of its 
main functions is to check and curb the President, for 
Madison’s dictum that “ the accumulation of powers in a 
single hand is the very definition of tyranny ” still stands 
in the United States. Congress is still resisting George III. 

The consequence is not fortunate for American policy. 
The interpretation of the President as merely “ the execu- 
tor of the sovereign legislative will ” might work in prac- 
tice were Congress capable of formulating a single unified 
plan of legislation and policy. But as Bagehot once put it, 
“You cannot find the supreme people” to whom the 
American Constitution accords the task of ruling. Congress 
is an irresponsible body with no powers over administra- 
tion. It is not committed by rigid party ties over the majo- 
rity of its members to the support of any set programme 


* “The American Presidency.” By Harold J. Laski. Allen 
and Unwin. 286 pages. 7s. 6d. 
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of measures. It represents the patchwork interests of Con- 
tinental America and, having no power to act, it lacks 
cohesion. 

This state of affairs is the work of history. The Consti- 
tution was made when fear of executive despotism was 
uppermost. It was run in when the vast empty spaces of 
the States made Government control and guidance un- 
necessary and undesirable. ‘There was room to move freely, 
room for rugged individual enterprise and little need for 
rules and orders. Ne pas trop gouverner, as Professor 
Laski points out, was the appropriate slogan of politics; 
and it has lingered on to defend property and business 
freedom against encroachment by the Government. So the 
President leads and Congress need not follow. The Presi- 
dent initiates policies and Congress can set them aside 
without having to find other and better ones to take their 
place. 

Ever since Mr Farley, showman and boxing promoter, 
put Franklin Delano Roosevelt across at the Democratic 
Convention eight years ago, this tradition of weak govern- 
ment has found no favour at the White House. Like 
Jackson, Lincoln, Theodore Roosevelt and Woodrow 
Wilson, the second Roosevelt was inspired by America’s 
need for strong government in crucial times. The economic 
depression was then deep and dire enough for the suffer- 
ings of the “ forgotten men” who voted for him to call 
the tune. The leaders of business were out of credit, and 
the President had his way. The view that “ democracy 
reeds clear direction and it cannot get this unless the 
central motive force rests in the executive’s hands ” pre- 
vailed for a time over the inhibitions of traditional proce- 
dure. 

But the emergency passed. The belief that Mr Roosevelt 
was offending too greatly, and often with little wisdom, 
against the canons of American politics grew. Business 
was hampered and overtaxed. Public debt was mounting. 
A new doctrine of Government charity seemed to be 
superseding the gospel of individual independence. There 
was too much government. Mr Roosevelt was elected for a 
second term in 1936, but the anti-presidential rdle of 
Congress was resumed, even though a majority in both 
Houses were Democrats. The President’s plans to reform 
the Supreme Court, to reorganise the administrative 
system and to provide for large-scale relief and aid to 
agriculture were blocked or whittled away. 

Mr Roosevelt was going too fast. Neither Congress nor 
the bulk of the population were ready to go with him all 
the way. But his position was not decisively weakened. It 
is an abiding strength of American Presidents that they 
are chosen by a vote of the whole people. They have the 
ear of the people in a sense that no other leaders, outside 
the compulsions of the dictatorships, have; and Mr Roose- 
velt has never ceased to take the people into his confi- 
dence, to explain and instruct and cajole. His personal 
hold has never slackened; and he jis still the Democratic 
Party’s greatest asset, and therefore the only leader likely 
to assure to Democrats the spoils and patronage that go 
with office. 

In the eyes of the world, the issue at the election is 
the European war, and the President has the unique claim 
of having consistently used his office to teach the American 
people to see straight and think realistically about the 
world tragedy. But, in American eyes, there are constitu- 
tional issues at least as deep. There is a revulsion against 
un-American strong government, against the “ personal ” 
rule that Harding expressly repudiated when he succeeded 
Woodrow Wilson. There is a feeling that costly Govern- 
ment encroachment under Mr Roosevelt has failed to 
justify the breach with a /aisser-faire past, inasmuch as jt 
has not solved the nation’s economic problems. In sum, 
there is a wide belief that to take the unprecedented step 
of according to Franklin Delano Roosevelt what was re- 
fused by George Washington, namely, a third term of 
office, might be to destroy the safeguards of 150 years of 
constitutional development, and to open the door to radical 
and unknown changes in Amcrica’s political system. The 
American people have always swung back to weaker 
guides after their brief doses of strong rule. Taft followed 
Theodore Roosevelt. Harding and Coolidge came after 
Woodrow Wilson. 
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In democracies no man is indispensable. Mr Roosevelt 
is sincerely conscious of this, and his attitude towards a 
third term has been correct and scrupulous. But this is an 
emergency, and in spite of their inhibitions, their checks 
and balances and traditional compromises, the American 
people have always followed real leaders in times of 
emergency. Washington, Jefferson, Lincoln, Wilson and 
Mr Roosevelt himself; Professor Laski gives the list. “I 
shall ask the Congress (said Mr Roosevelt seven years ago) 
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for broad executive power to wage a war against, the 
emergency as great as the power that would be given to 
me if we were in fact invaded by a foreign foe.” The 
import of these words is surely no less strong now than it 
was then; and it will be a crucial test of America’s insti- 
tutions and political sense to see whether the next Presi- 
dent, whether he is Mr Roosevelt or Mr Willkie, will be 
given the authority and backing that the world crisis has 
made imperative. 


The Labour Market 


WEEK ago an Order in Council gave welcome 

evidence of the Government’s intention to use the 
emergency powers over persons and property already 
granted to it by Parliament. Some of the drastic new 
powers taken were obvious steps to provide against the 
consequences of heavy air raids or invasion. The Minister 
of Home Security may clear or destroy premises. The 
Minister of Agriculture may move and billet livestock. 
Other powers were more clearly in the main stream of war 
organisation. The Minister of Labour may set up tribunals 
to settle trade disputes. He may prohibit strikes or lock- 
outs and require the observance of specified terms and 
conditions of employment. 

It is not surprising that some suspension of the normal 
processes and sanctions of industrial bargaining should 
now be definitely contemplated. Even now, it appears that 
the tribunals will only be used when haggling has reached 
a deadlock; wages will still depend, inequitably as between 
one group of workers and another, upon the strategic 
strength of different unions; and they will still tend to 
climb steadily upwards. It is only surprising that these steps 
were not taken sooner and that, up to now, there is no 
general fiat against actions calculated to slow down or 
impede the flow of war supplies; and hardly less surprising 
that no measures are yet in sight to set bounds to the 
advance in wages that threatens to undermine the already 
rickety structure of war finance. The sharp rise last 
month in the cost-of-living index was a danger signal; 
rising prices, rising wages, rising costs, then rising prices 
again, and so on round the spiral. 

The one quality above all others that is to be looked for 
in war leaders is the ability to see the solution to major 
problems through to the last practical detail, and then to 
apply the needed remedies swiftly and comprehensively. 
It is not enough, in the control of labour, to cash a full 
draft on the willingness of workers to work long hours 
and surrender holidays. It is not enough to arrange with 
trade unions for the employment of unskilled men on 
skilled work in meticulously approved conditions. The 
problem is to bring together every available man or woman 
and every available machine in the war factories to work 
on every available ounce of material, and then to ensure 
full and continuous working of the factories night and 
day. Its solution involves the abandonment of peacetime 
practices, just as the solution of the wartime shipping 
problem involves the substitution of the State requisition- 
ing of ships for the peacetime allocation of cargoes 
through the freight market. There is no time or justifica- 
tion for the normal ways of hiring labour. State control 
of production must mean State control of hiring, of 
wages, hours and conditions of work. It means control of 
the labour market. 

Mr Bevin has not hesitated to begin the task. One of his 
first moves was to insist upon the Ministry of Labour’s 
employment exchanges being made the clearing houses of 
essential labour. He has taken powers to prevent the 
movement of workers from coal-mining and agriculture. 
He has set a formal ban upon the practice of poaching 
labour by offering high wages as bribes. A count has been 
taken of the labour available in key industries, and Sir 
William Beveridge is at work surveying the labour 
resources available. The raising of the income limit for 
unemployment insurance to £420 a year will bring many 


“transferable ” workers within the scope of the employ- 
ment exchanges. Engineers of all kinds have been called 
upon to register specially for service. 

But the job has still to be finished. The distribution of 
labour between occupations is still determined by differ- 
ences in wages which still move freely in the market and 
not by national need. There is still no compulsion upon 
workers to move from jobs that are not necessary to work 
that is, or upon employers to take in trainees in large 
numbers to cope with expanded war work in the future. 
The labour market has still too much liberty to go its own 
way. 

This is not to say that either workers or employers have 
set themselves in opposition to the war effort. Far from 
it. In many factories employees are willingly working far 
too hard either for efficiency or good health. “ All the 
evidence shows (admitted Mr Bevin in a speech on Wed- 
nesday) that we have carried on with these long hours 
too long and production is on the decline rather than in- 
creasing.” From August Ist the Factory Acts which give 
special protection to women and young persons are to be 
fully applied again. But a major reason why drudgery is 
demanded is the absence of new recruits to eke out their 
labour, a lack of wide training schemes to man the ex- 
pansion of production. It will not be easy to organise the 
Industrial Army, for there is a shortage of skilled workers 
to fill the key positions. It is this that delays the enlistment 
of the 250,000 women whom Mr Bevin has said he could 
find room for. But, on the other hand, so long as new re- 
cruits are not called up and trained, so long will the burden 
on the scarce skilled men remain heavy, and so long will the 
brake on expanded output stay unreleased. It is true that 
it can only be done by “ devious ways and dilution.” But 
it must be done. At present both trade unions and em- 
ployers are doing their best to adapt their peacetime 
methods to the needs of the present crisis. They await 
instructions, and instructions must be given. 

The Government should know by now what numbers 
and categories of labour their programmes of supply will 
call for, not only now or next month, but next year as well. 
And it is the Government’s job to see to it that labour is 
now transferred or put in training to meet those require- 
ments. The ordinary procedure of business anticipation or 
of collective bargaining cannot do this. Only the drafting 
and enforcement of a fully articulated Government plan 
can do it. 

If the Government is to tell workers as well as em- 
ployers where to go and what to do, two things follow. 
In the first place, wages cannot be bargained for beyond 
very narrow limits; they must be fixed. In the second 
place, they must be fairly fixed. The recognised terms 
and conditions of employment must be respected, and 
workers must be protected against loss. Strikes and lock- 
outs are crimes against the war effort, but there must be 
alternative safeguards. Trade unions and employers must 
have their full share in the tribunal machinery, and there 
must be no danger of the century-old structure of labour 
rights being needlessly shattered by the urgencies of war. 

It is for Mr Bevin to grasp the nettle. Only he can do 
it, once the Government realises that wages and employ- 
ment cannot simply be allowed to find their own level in 
wartime any more than prices and production can. The 
powers are his. He must use them. 
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NOTES OF 


A Third Term for Mr Roosevelt ? 


The Democratic National Convention has done what 
was expected of it and has nominated President Roosevelt as 
the party’s candidate for a third term of office. It refused to 
be put off by his statement that he did not seek the nomina- 
tion, and, with a meticulous assessment of his popularity, 
gave him 946;5 votes out of 10954 on the first ballot. But 
awareness of the fact that, with a popular opponent and the 
complications of the third-term issue, the election cannot be 
taken for granted, revealed itself in the drafting of the plat- 
form and the concessions to the isolationists that were 
thought necessary. These concessions do not mean that the 
Democratic Party is not behind Mr Roosevelt’s foreign 
policy. Still less do they mean that Mr Roosevelt is going to 
have to bend his course, since he has paid even less attention 
than most Presidents to the platform on which he has been 
elected. They are merely the politicians’ natural reaction to 
the nomination of Mr Willkie by the Republicans. Were the 
Republican candidate an isolationist, it would be smart 
politics for the Democrats to be brazenly interventionist, in 
the hope of attracting dissident Republicans. But as Mr 
Willkie is as strongly in favour of helping Britain as Mr 
Roosevelt himself, the Democratic Party managers are anxious 
to pick up as many isolationist strays from the Republican 
camp as they can. These party manceuvrings will not affect 
the reality of the situation—which is that the continuity of 
Mr Roosevelt’s policy is assured—though they may affect 
the quality of the talk that will fill the air until the Tuesday 
after the first Monday in November. 


* * * 


The Tokyo Agreement 


The agreement with Japan to close the Burma road for 
three months has received a frigid reception in Parliament 
and the reaction of the Commons undoubtedly mirrors the 
chagrin and disappointment felt in the country at large. No- 
body likes the solution. Nobody thinks it is a useful con- 
tribution towards the establishment of better relations. There 
is a widespread sense of shame that the Chinese, whose 
tenacity and heroism have carried the struggle through three 
years of gruelling warfare, are to be deprived by our action 
of armaments and materials vital to the continuance of their 
defence. “ War supplies” has been interpreted in the most 
elastic sense and is to include trucks and petrol. Thus we 
threaten not only the resistance but even the economic 
activity of Free China. Obviously, however, the step was not 
taken because the British Government thought it in any way 
proper or justified. It was taken on strictly realist grounds. 
We are engaged in a major war in Europe and our most 
powerful Continental ally has collapsed. Our Dominions are 
sending many of their trained troops to defend the Mother 
Country. So heavy are the actual and potential duties of the 
Navy that an extension of naval warfare into the Pacific 
might tax its capacity to breaking point. Nor can we rely on 
positive help from America at a time when the Presidential 
campaign and the Atlantic seaboard have the monopoly of 
public attention. 


. * * 


Nevertheless, even for opportunist reasons, there are cer- 
tain objections to the Tokyo agreement. Will our policy of 
conciliation secure us a guid pro quo? We have such melan- 
choly evidence of the direction in which appeasement works 
that it is surely grossly optimistic to conclude that a mere 
closing of the Burma road for three months will satisfy 
Japan. The Army leaders are impatient at the obstinate re- 
fusal of the China incident to close. Since they are unwill- 
ing to attribute the length of the struggle either to China’s 
skill or to their own lack of it, a scapegoat has to be found 
and we have been cast for the réle. Japan is determined 
to make use of the European war to break every lifeline lead- 
ing to Chungking. There is little reason to suppose that Japan 
will take a more moderate line, a presumption which the for- 
mation of the new Konoe cabinet only confirms. Admiral 
Yonai’s Ministry was brought down by the Army simply 
on grounds of “ insufficient dynamism.” The new Cabinet 
may well be a prelude to a single party state for which a 
policy of alliance with the Axis would have certain strong 
attractions. It is difficult to escape the conclusion that 
Japan’s pretensions will grow as our embarrassment increases. 





THE WEEK 


Solution by Conference ? 


Britain and Japan are not alone concerned in the Far 
Eastern question. ‘The goods which have passed along the 
Burmese and Indo-Chinese routes have been of the most 
diverse origin, including supplies from Russia, India and 
America. The United States has already expressed its dis- 
approval of the arrangement which, Mr Cordell Hull main- 
tained, interfered with the free flow of international com- 
merce. Russia will, for the next three months, be China’s 
principal source of supply. The fate of Chungking may 
well depend on Stalin’s readiness (and ability) to increase 
supplies. Finally, there is China herself, whose Ambassador 
has already lodged a vigorous protest in London. It is in the 
ultimate interests of all these Powers that the war in China 
should cease. The need for peace is so obvious that even the 
apparently irresponsible declaration made by the Colonial 
Secretary at Singapore that Britain would be willing to 
mediate between the two belligerents is not in substance 
damaging. It depends on the terms of the mediation. A Five- 
Power Conference—the belligerents, together with the United 
States, Russia and Britain—has been suggested as a means 
of reconciling China’s right to independence with Japan’s 
economic needs. The recent history of mediation by con- 
ference is not, however, encouraging. We have emphatically 
restated our determination to impose nothing on China 
which she does not freely accept, and would China freely 
accept a thing Japan, in her present inflated mood, would 
be prepared to offer? Possibly a threat of joint action against 
Japan by the three outside Powers might induce a mood of 
reason, but the possibility of such action is remote. It should, 
nevertheless, be the aim of our policy to keep the common 
interests of the other Powers before Japan’s eyes. The 
Japanese can learn from Hitler the trick of isolating her 
opponents. Our utmost diplomatic activity should be exerted 
in Washington and Moscow to secure whatever measure of 
co-operation is compatible with the two States’ diversion of 
interest elsewhere. 





* * * 
Indecision in Berlin ? 


The Continent resounds with Germany’s threats and 
prophecies. In a week, two weeks, a month, Britain, which in 
the person of Mr Churchill has “ committed suicide,” will no 
longer exist. The British public are disintegrating with terror. 
Only the severest measures of repression are keeping the 
Home Front intact. Military resistance will be negligible. 
Germany, gathering her power in the tremendous encircling 
arc from Narvik to Hendaye, can batter down the British 
defences in less time that it took to overrun Holland. What 
are we to make of these terrific threats, coming as they do 
from Italian as well as German sources and alternated with 
reports about an “ ultimatum” or a conference to settle the 
problems of “ New Europe”? The blow fell on the Low 
Countries and on Norway swiftly, silently and without 
warning. The Dutch had barely time to man their defences; 
the French line was still unorganised when the blow fell. 
Why so much inflated bombast before the greatest attack of 
all? Again, Germany’s military preparations, although appa- 
rent, are still hardly adequate to the immensity of the under- 
taking. From light craft in Norwegian harbours it may be 
possible to harry Iceland or even to effect landings in the 
Shetlands. But barges will not conquer the Forth. Neverthe- 
less, we cannot conclude that no attack will be launched. The 
“* false lull” is one of Hitler’s weapons of attack. The idea of 
invasion itself has been too much stressed to be now aban- 
doned. Nor can Hitler secure Europe so long as British free- 
dom is unassailed. All we can safely conclude is that Hitler 
has not yet fully determined the how and the when. We do 
not envy him the decision. 

* * * 


New Courts for Old 


In seeking powers to secure law and order in the event 
of invasion or heavy air attack, the Government has the 
unanimous backing of Parliament and the people. Experi- 
ence in the European war has made it quite plain that the 
behaviour of the civilian population may well be militarily 
decisive. In an emergency, it may prove impossible in some 
places for the civil courts to operate, and this week a 
Government Bill sought to avoid the necessity of handing 
over the administration of summary justice in such areas to 
military courts. There is no provision in English law for 
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the proclamation of martial law, and, in preserving order 
and preventing sabotage, looting and undesirable movement 
by civilians, military courts must inevitably be hampered by 
the fact that their ad hoc acts may be retrospectively con- 
demned. Moreover, there is a long-standing prejudice in 
this country against exposing civilians without absolute need 
to the decisions of military tribunals. In the last war, a 
regulation subjecting civilians to courts martial in certain 
circumstances was withdrawn, and in this war a similar step 
was deliberately avoided in the drafting of the early defence 
orders. This week, the proposal was to set up special civil 
courts in war zones to be administered by single officers of 
high judicial standing appointed by the Lord Chancellor 
and each aided by two justices of the peace. The normal 
safeguard of appeal is omitted, but the rules of evidence and 
the right of prisoners to know the charge and be defended 
are retained. The courts will have power to administer any 
existing law as the need arises, and they can sentence to 
death. In the Commons, the first version of the Bill found 
wide disfavour because of its vague terms, It was not clear 
in what circumstances the courts would be set up, or what 
in detail their powers and procedure would be. It was 
argued by some Members that, unless the position were 
better defined, the virtue of having civil instead of military 
courts would be lost, and courts martial, with their provi- 
sion for representation of the prisoner and review of the 
sentence, might even be preferable. Actually, the Govern- 
ment’s intentions were more clear-cut and less sinister than 
the carte blanche of the Bill suggested or than might per- 
haps have been inferred from the drastic punishments lately 
meted out to foolish and often quite harmless chatterers 
about war prospects. After Sir John Anderson had met a 
representative group of Members to work out clarifying 
amendments, the Bill was passed. 
- * * 


Silence or Common Sense ? 


It is still something of a gamble to have hastily set up 
an entirely new system of courts for home war zones, and 
a great deal will depend upon the personnel operating 
them. The benefit of having civil courts to deal with the 
“apprehension and punishment of offenders” (the Bill’s 
description) in an emergency lies in their ability to preserve 
the right of fair trial, as far as possible; and the new tribunals 
will have the difficult task, in very onerous circumstances, 
of protecting the community and the individual at one and 
the same time. Not least among the considerations that have 
made critics sceptical of the special courts’ working is the 
extraordinary and sometimes frivolous way in which the 
new regulations against remarks “ liable to cause alarm or 
despondency ” have been used. It is true that, in many cases 
earlier in the war, quite serious offences against national 
security were too lightly punished. But that is no argument 
at all for light words to be made the occasion for over- 
serious penalties now. Idle chatter is not usually dangerous 
enough to justify such savage action; and, so far from being 
inimical to the national interest, conversational speculations 
about the war are positively helpful to morale and public 
sanity. The fact is that people are being exhorted too much 
to keep their mouths closed. Silence is not a virtue, and the 
so-called Silent Column was a poor idea, The only cure for 
giving away vital information is, admittedly, prison; but 
the antidote to rumour and defeatism is common sense. 

* * * 


Pound and Dollar 


Even those unversed in the complexities of modern 
exchange control will appreciate the importance of any 
measures to strengthen the position of the pound, and to 
augment our supplies of dollar exchange. In the past there 
have been two pounds: an official pound, worth $4.03, and 
a “free” pound, which, having escaped the authorities’ net, 
could only be sold at a cut price in New York. Enemy pro- 
paganda has made much of the periodical weakness of free 
sterling. That, however, was not merely a poor advertisement 
for the pound. The existence of any free market at all 
implied that the authorities were failing to obtain precious 
dollars which should have been canalised for war purchases. 
The free market has now been virtually closed, by a series 
of technical steps explained on page 93. This satisfactory 
change will have threefold consequences, In the first place, 
the exchange relations between London and New York will 
be wholly separated from any other centre. They will form 
a bilateral channel rendering control and settlement of out- 
Standing balances a relatively simple matter. To teachers 
of the classical doctrine of free exchanges and the ubiquity 
of the pound sterling, the new arrangements may savour of 
heresy. Actually they will prevent exchange-runners in all 
other countries outside enemy control from realising their 
holdings of sterling at cut prices in the only market which is 
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open—the New York market. An international currency 
which is at the mercy of such operations is better brought 
under effective control. That will now be done. Secondly, 
the new arrangements make the long-needed distinction 
between “old sterling ”’—that is, sterling balances already 
held in this country on foreign account—and “ new ster- 
ling ”—balances arising from current trade transactions. As 
a result, old balances will become subject to tightening 
control, and the debilitation to current trade payments 
caused by a drain of foreign-held sterling funds through 
indirect channels from this country should be removed. 
Finally, those dollar supplies which have hitherto leaked 
through holes in the authorities’ net should now be caught. 
We need every available dollar to pay for essential imports 
from the United States. The spectacle of dollars dribbling 
away through the free market has too long been evident; its 
disappearance will be heartily welcomed. 


* * * 


Half-light on War Finance 


Protest against the suppression of vital financial facts 
from the weekly Exchequer Return has proved availing. 
The critics are to be pacified by the promise of the Chan- 
cellor of the Exchequer to make the full figures available 
at monthly intervals. But we may be pardoned for looking 
this gift-horse in the mouth, since there was nothing wrong 
with the teeth, at least, of the horse which the ‘Treasury 
still prefers to keep in the dark. It is the Chancellor’s in- 
tention to publish the weekly receipts from the Savings 
Campaign as at present, because this “is the best form of 
publication”—in other words, they have publicity value. 
But apparently, because the constituent items in the floating 
debt—Treasury Bills, Ways and Means advances, and the 
new Treasury Deposits—are interchangeable, and fluctua- 
tions in one week are “apt to be misleading,” we are pre- 
sumed to be safer with no knowledge for three weeks out 
of four. For the Chancellor to argue, as he did in reply to 
Mr Pethick-Lawrence, that misapprehension has arisen 
because it was not realised that it is only intended to alter 
the publication of the figures from one week to one month, 
is beside the point. Those who examine the weekly returns 
are surely competent to assess the significance of the changes 
which they show. If not, they are also incapable of interpret- 
ing the monthly returns aright. There is a thoroughly objec- 
tionable vagueness about the deletion of these items from 
the return. Monthly particulars will be better than nothing. 
But will the figures be promptly published or subjected to 
some time-lag, like the Exchange Equalisation Account 
figures? It would be helpful if the Treasury would say pre- 
cisely what information we may expect—and when. 


* * * 





The Cost of Living 


An article in The Economist two weeks ago urged the 
need for a programme to guarantee a minimum standard 
of living to every citizen. The grounds for this plea included, 
not Only equitable treatment for low-paid workers and poor 
families, but also the urgent necessity of combating hit-and- 
run inflation with all its disastrous consequences for work- 
ing people. The time for such a programme, and for a wages 
policy among the trade unions concentrated on lifting up 
the least well-off, is running short. By June the official cost- 
of-living index had risen by a fifth since war started. This 
index is a very poor reflection of living habits to-day, and 
the rise may have in fact been more than a fifth. For poor 
people buying in small quantities it certainly has been. In 
June, though the whole index only rose 34 per cent., the 
index of food prices rose 6 per cent. Potatoes, milk, eggs 
and fish had gone up, and since then the pressure on food 
prices has grown. Eggs are scarce and, in the new situation 
at sea, imported foodstuffs, though not likely to be really 
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short, are sure to become less plentiful. At present, the 
Government subsidises the price of some foods, and offers 
milk at cheapened prices to children and expectant mothers. 
It is an expensive policy, benefiting both well-to-do and 
poor, and it is strangely coupled with the policy which 
permits wages, and therefore all kinds of costs, to be raised 
as prices rise. Farm wages and costs have been raised by 
law. It is more than ever plain that the way out is, on the 
one hand, to stem the tide of general wages and cost increases 
and, on the other, to concentrate aid, in allowances, extra 
wages, subsidies or cheapened prices, on that section of 
the community which, without aid, must fall into destitution. 


* * * 


The Italian Front 


So far the war with Italy has not taken on very definite 
shape. The abandonment of the struggle by France has 
obviously destroyed our previous plan of campaign and 
new lines of strategy have had to be prepared oi the basis 
of considerably reduced resources, Both on the sea and in 
the field the defection of France leaves us weaker than we 
were, and it is doubtful whether for the time being a land 
offensive could be mounted. Successes on the Libyan fron- 
tier, where we have secured a number of forts and are 
foiling all attempts to relieve Fort Capruzzo are offset by 
the border fighting in Abyssinia, where the Italians suc- 
ceeded in evicting us from Kassala, Gallabat and Kurmak 
between July 3rd and July 7th, while on July 15th Moyale 
was evacuated after five days’ resistance. These setbacks 
have no very general significance, but are evidence of the 
Italians’ local superiority in numbers and equipment. For 
the defence of Kenya we rely on the Kenya Regiment, bat- 
talions of the King’s African Rifles, some detachments from 
Rhodesia and India, and a field force from South Africa. 
Against these the Italians have a colonial army which has 
behind it five years’ experience of constant warfare against 
the Abyssinian tribesmen, and is, almost certainly, on a 
better war footing than the troops collected for the defence 
of a long since pacified Kenya. Britain’s difficulties on land 
are, however, to some extent offset by successes in the air 
and at sea. The recent naval engagement in the Mediter- 
ranean degenerated into a boatrace, with Italy winning home 
to her shore defences by several lengths. In the air, raids 
are being carried out incessantly on enemy territory, and 
Tobruk must have been rendered, if not unusable, at least 
a very uneasy port of call. Our finest achievement was, 
however, the destruction of 20 enemy aircraft in one en- 
counter. The Navy is eager for an engagement the Italians 
refuse to seek. 


* * * 


Authoritarian France 


The form of France’s new essay in Government has, 
after a certain dissension in the French National Assembly, 
been finally approved. Supreme powers are vested in the 
Head of State, who combines, in the manner of the Party 
State, the functions of Prime Minister and of President. To 
the Senate and Chamber will be allotted only limited legis- 
lative power, and the Cabinet will be responsible to the 
Chief of State alone. These assemblies, in any case, will bear 
little resemblance to the institutions of Republican France. 
The Senate will be partly nominated by the Chief of State, 
partly recruited from the ranks of the “eminent” in all 
spheres of life, while the popular assembly may be elected 
on a corporative basis. The administration of France is to 
be reorganised and the old provincial units of the Bourbon 
era will be restored in order to “ mitigate centralisation ” 
and give the provinces a life independent of the capital. 
The proposed removal of the seat of Government to 
Versailles—provided German acquiescence can be secured— 
is another—and quite fantastic—relic from the Bourbon past. 
The flavour of the new France is to be “ disciplined and 
authoritarian.” Work, the family, the soil and the father- 
land are to be the sinews of the new national existence. 
Economically, “excessive industrialism ” will be abandoned 
and France will “integrate herself” into the “ Continental 
system” as an agricultural producer supplemented by light 
industries for quality goods. The decrees bringing this new 
France to life were signed on July 12th. Two days later, 
France celebrated the 151st anniversary of the Fall of the 
Bastille. 

* 


In memory of our long friendship and in face of the 
agony through which France has passed, we must allow no 
bitterness of disappointment to turn our criticism of the 
new French regime into attacks upon France herself or into 
fuel for the Nazi propaganda machine. We need not, for 





example, repeat the cheap jibes of a Goebbels or a Rosenberg 
and twit France on an experiment of “ renewal and rebirth” 
engineered by politicians and bankers and led by retired 
soldiers in the ’eighties. Nevertheless, certain aspects of the 
new French regime must be dwelt on because of their general 
implications. We are seriously asked to believe that what 
has happened in France is a collapse of the French demo- 
cratic system under the weight of its own evils and the 
substitution for it of a regime in keeping with the new spirit 
of Europe and capable of restoring France’s spiritual unity 
and moral strength. Let us admit that the Third Republic 
was ridden with class conflicts and group rivalries. Can a 
new order be based merely on the suppression of one side 
of the conflict, the destruction of the workers’ liberties, the 
establishment—by discredited reactionaries—of a regime in 
which the people will have no part? Let us admit that France 
was the prey of selfish materialist interests. Is it a solution 
to impose the selfish interest of one group on all the rest? 
Let us admit that the workers of France were “ undisci- 
plined.” Is it a solution to hand them over to the discipline 
of the Gestapo? There is more balance between industry and 
agriculture in France than in most countries, and in any 
case it is no way out to eliminate industry and thus to sacri- 
fice the people’s standard of living. The whole system of 
democracy may have needed reconsideration and reform, but 
who can seriously suppose that the way to reform democracy 
is to abandon it and return to the system which two hundred 
years ago called for the passionate and bloody protest of the 
Revolution? Finally, even if the Pétain experiment were in 
every way instant with life and promise, it would still be 
true that no new and abiding system can be worked out at 
a time of foreign occupation and in co-operation with the 
invader. 


* * * 


Evacuation Overseas 

Because the Government cannot spare naval vessels for 
convoys, the scheme for sending children to the Dominions, 
which has had such wide publicity and won such enthusiasm, 
has had to be postponed indefinitely—at the very moment 
when the United States has decided to abolish its quota 
restrictions for children coming from war zones. It is im- 
possible to criticise the Government’s decision not to release 
naval vessels, for at present the all-powerful consideration is 
national security, and though applications under the Govern- 
ment’s scheme covered 200,000 children, only about 7,000- 
8,000 would have left each month. But it is also impossible 
not to feel that the difficulty of arranging convoys might 
have been thought of before the scheme was launched. When 
it was discussed in the House of Commons just over a fort- 
night ago, Mr Shakespeare gave no warning that this diffi- 
culty might arise, yet it was known then that the future of 
the French fleet was, to say the least, doubtful. In fact, Mr 
Churchill freely admitted on Thursday that the full bearings 
of the question had not been realised to begin with. And, un- 
fortunately, the fact that many children, by private arrange- 
ments, have crossed the Atlantic, has aroused a spirit of re- 
sentment and accusations of favouritism towards the well-to- 
do. Mr Attlee made it quite clear on Tuesday that such 
children have gone on unconvoyed ships at their parents’ own 
risk; and it would indeed have been foolish to have denied 
them the chance of moving to safety just because the Govern- 
ment’s own scheme has to be postponed. But Mr Attlee did 
not satisfy the House of Commons, which returned to the 
attack on Wednesday; and it has to be admitted that a situa- 
tion has arisen which is not only somewhat detrimental to 
national unity, but also presents a splendid opportunity for 
German propaganda, which can be relied upon to draw a 
lurid picture of rich children being sent by the Government 
to safety while others are left at home to face starvation 
and invasion. But there is still the possibility of proceding 
with the scheme, though perhaps on an even smaller scale, by 
sending children of grant-aided schools on unconvoyed ships, 
making no charge for transport, but disclaiming all respon- 
sibility for their safety from enemy action. The parents’ 
decision, as in the case of those making private arrangements, 
would thus be final. 


* * * 


Distressed Areas 


Despite German allegations to the contrary, there is no 
general flight from the coastal defence zones or from districts 
regularly visited by enemy bombers. The bulk of the popu- 
lation in these places are carrying on as usual and, to take 
only one example, trainloads of London workers who live by 
the sea still return home every evening. It is money, far more 
than people, that the coastal areas are losing. A compara- 
tively small but financially very important exodus of resi- 
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dents with leisure and means is going on. Seaside places 
make their living out of visitors who are now forbidden, 
and the departure of well-to-do hotel dwellers is making 
matters worse. Houses and shops have fallen empty; trades- 
men and small businesses are hard hit; and local authori- 
ties cannot raise the rate income they expected. The Govern- 
ment is pledged to come to the aid of local authorities in 
the event of anything like a financial breakdown, and the 
Minister of Health has meanwhile advised them either to 
raise their rates to meet the present deficiency or to obtain 
temporary loans. ‘There are areas where evacuation has been 
voluntary. The Government has powers, to be applied first 
to certain areas in East Anglia and on the South-East Coast, 
of compulsory evacuation, and an Order last week provided 
for a moratorium in respect of rent, rates, mortgages, hire 
purchase and other regular payments in all places forcibly 
cleared. 


* 


It is plain that the Government will be compelled to sus- 
tain the cost of wartime changes in the distribution of popu- 
lation. Local rating, inadequate even in face of longer 
drawn-out peacetime movements, is helpless in face of these 
rapid shifts; and it is unavoidable that people driven from 
their homes, or deprived of their livelihood, should look to 
the Government for work or maintenance, and the earnest of 
some compensation. If the movement of industrial workers 
to munitions centres is added in, an appreciable migration is 
probable, and problems of housing and feeding, as well as 
of employment, have already arisen. A plan for communal 
feeding in any serious emergency has been worked out. It 
is in all these matters that the continued surveillance and 
advice of the Barlow Commission, or of some filial body, 
expert in the understanding of the problems arising from 
redistributions of population, might have been of great use. 
As the war near home proceeds, the whole question of shift- 
ing masses of people and waxing or waning industries will 
take on vital importance, and it will be quite impossible to 
deal with it satisfactorily on a piecemeal basis. For the 
moment, the Government, very rightly, does not want people 
to move without need, because of the danger to military 
operations and public morale. But whether they move or 
not, questions of lost livelihood and compensation will still 
arise. Some wide scheme is needed to provide for sufferers. 


* * * 


The Press versus the B.B.C. 


The long feud between the newspapers and the B.B.C. 
has been fanned recently by what appeared to be two scoops 
given to the B.B.C.—the appointment of the Duke of 
Windsor to be Governor of the Bahamas and the story of 
the sinking of the Arandora Star. The official announcement 
of the Duke’s appointment was, in fact, given to the Press 
and the B.B.C. simultaneously at 8.50 p.m., but “ owing to 
a misunderstanding ” the censorship ban on the cabling of 
the news to Empire and foreign countries was not with- 
drawn until 9.35 p.m. after it had been given out on the 
B.B.C.’s 9 o’clock news bulletin. Mr Duff Cooper has denied 
that it is the established policy of the Government to give 
the B.B.C. priority in the dissemination of official announce- 
ments, but they do frequently appear to have been nicely 
timed for the 9 o’clock news when they are too late for the 
evening newspapers. And the B.B.C. is not subject to the same 
compulsory censorship as the overseas news services. But the 
most serious complaint is still that too little news is released, 
whether broadcast or printed. The B.B.C.’s bulletins are 
repetitive, not simply because there are too many of them 
each day, but because it is given too little news to put 
in them; and the diminished sheets of the newspapers are 
very lightly occupied. It is admirable, no doubt, that the 
Official announcements of air-raids should read like the old 
weather forecasts, so that air-raids come to be taken for 
granted. But the recent policy of suppressing the number 
of civilian casualties is based on an entirely false reading of 
the mind of the people, and it is some improvement that a 
monthly total is to be issued. Good news is encouraging; bad 
news, so far from causing panic, brings the people into a 
closer unity against the common foe. No news, especially 
when it is known that the facts are there, breeds confusion, 
rumour and all their attendant ills. 


* * * 


Unemployment and National Service 


Mr Bevin has complete powers over the services of 
every citizen and can, in theory, direct anybody to do any- 
thing. In practice, he is exercising his powers indirectly and 
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is transferring persons to war work by pressure and per- 
suasion rather than by compulsion. An early example of this 
was the raising of the reservation age in certain industries 
while postponing the date, so that men below the new age 
limit could in the meantime transfer into war jobs where 
they would still be reserved. A more direct form of pressure 
has been announced this week, with the amendment of the 
unemployment insurance regulations. Henceforward, any 
person convicted of refusing to comply with the Minister 
of Labour’s direction to perform any service will be debarred 
from unemployment insurance for a period of six weeks 
(subject to appeal to a court of referees); and lower standards 
of pay and less favourable conditions of work in the new 
job will not be accepted as an excuse for refusing it. 
Hitherto, under the Unemployment Insurance Acts, a skilled 
worker has been able to draw benefit for four to six months 
while holding out for wages and conditions equal to those 
he had previously enjoyed. Moreover, there is an even greater 
departure from trade union principles in the provision that 
the excuse that the job offered is different from the worker’s 
normal occupation will also not be accepted. In these piece- 
meal ways we are now setting about the recruitment of an 
industrial army; but the burden of arms production is still 
largely falling on the original workers. It is a reasonable 
question to ask whether the Minister of Labour could not, 
as an interim measure, encourage an extension of the scheme 
by which a group of professional people is working evening 
and week-end shifts in a munitions factory to relieve the 
regular staff. 


* * * 


Accidents and Output 


Wastage of industrial man-power by defective organisa- 
tion, training or recruitment is a grave fault in wartime. 
Wastage by excessive hours and overwork is another. A 
third, less widely appreciated, is wastage by accidents. Acci- 
dents multiply under the pressure of war work, and present 
facilities for preventing them or for bringing about the 
injured worker’s recovery are a long way from adequate. 
Drastic reforms are not possible on the instant, but three 
immediate steps are; they are the burden of a Fabian tract 
(“ War Effort and Industrial Injuries,” by Hermann Levy, 
3d.) just published. The first step is to introduce fresh 
measures to prevent accidents; accidents acknowledged to 
be preventible bulk largest in the casualty list. The second 
is to make sure that all injuries are treated at once and in 
the right way. The third is to see that injured workers are 
put right.as soon as possible; medical after-care, physical 
training and reconditioning are not provided for by work- 
men’s compensation. This task, to minimise the number of 
workers taken away by injury and to secure their return in 
the shortest possible time, might be the work of joint bodies 
of employers and employees, Indeed, in cotton, flour and 
paper-milling, Durham coal-mining and the Yorkshire re- 
fractories industry, such bodies already exist. They would 
have the duty of keeping safety precautions and first-aid 
gear up to the mark inside factories and of supervising the 
process of rehabilitation in injured workers’ homes. Above 
them, supervising and guiding, might be Mr Bevin’s new 
Factory and Welfare Advisory Board. 


* * *« 


Aluminium Supplies 


The surrender of France has upset the balance of bauxite 
supplies (the raw material of aluminium) between Germany 
and her satellites and the rest of the world. In 1938, Ger- 
many, Greece, Italy, Jugoslavia and Hungary produced 
1,347,000 metric tons of bauxite, or 364 per cent. of the 
world’s total output in that year. But as France is the largest 
single producer—her output was 683,400 tons in 1938—Ger- 
many now has access to more than one-half of the world’s 
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total supplies. Germany, therefore, now has all the bauxite 
she is likely to need, while the supplies of the rest of the 
world have been temporarily diminished. Although the output 
of some of the other producing countries—British and Dutch 
Guiana, British Malaya, the Dutch East Indies, the United 
States, and Russia—can be increased fairly rapidly, the 
availability of French supplies has hitherto reduced the de- 
mand on shipping. There is also some stringency in this 
country in the processing stages, and Lord Beaverbrook has 
found it necessary to issue an appeal for aluminium pots 
and pans in order to prevent a hold-up in the output of air- 
craft, pending the expansion of bauxite production in other 
countries. But if the temporary shortage is likely to be 
serious, the surrender of objects made from aluminium 
should be made compulsory. The control of aluminium sup- 
plies is to be transferred from the Ministry of Supply to 
the Ministry of Aircraft Production; stocks of aluminium 
goods in shops will be requisitioned as the need arises; and 
there is much scrap in merchants’ hands to be drawn upon. 
Lord Beaverbrook’s appeal was spectacular, but it betokens a 
Shortage rather than a famine of aluminium. 


* * * 


Coins of the Realm 


The output of coin from the Royal Mint last year, 
shown in the table below, was exceptionally great. It will be 
noticed, however, that the rise compared with 1938 is, with 
the exception of farthings, confined to silver coins. This con- 
tinues a movement begun in 1920, when the Government 
decided to call in the whole of the silver coinage then in 
circulation and replace it with coins of a lower silver content, 
which involved minting £60 millions of silver coins—some 
1,000 million pieces. Until 1935 the quantity of silver minted 
fell short of that withdrawn by £6 millions; but in 1936 a 
demand for additional silver arose and continued up to and 
throughout 1939, the quantity of silver increasing over the 
four years by about £12 millions. Of the silver coinage, the 
nimble sixpence continues to be the most popular—slot 
machines and meters and fixed-price stores having called for 
incredibly large quantities in recent years. The florin and the 
half-crown now enjoy about equal popularity, although 
doubts were expressed when the florin was introduced in 
1849—as a sop to decimal-coinage enthusiasts—as to whether 
there was any need for two coins so close in value. The 
bronze coinage issued last year, though only about half that 


1938 1939 
f s. J. £ So a 
Silver— 
eee 341 10 O 115 10 O 
Half-crowns ......... 789,175 7 6 2,022,544 2 6 
SR bitch accor 764,730 O O 2,168,180 4 0 
Ee 505,795 7 0O 1,124,867 9 0O 
BEEEAOOS .00000000008 333,610 19 O 735,240 1 O 
Threepences ......... 84,856 15 6 2i,400 7 6 
2,478,509 19 0 6,072,697 14 0 
Maundy money......... 58 5 10 mai 2 
Nickel-brass threepences 196,080 0 0O 74,580 0 0O 
Bronze— 
BD icc sneecieecnnes 515,790 0 0O 225,935 0 O 
Halfpence ......... “ 86,610 0 0 60,500 0 O 
CS re 7,760 0 0O 23,170 O O 
Grand Total ...... 3,284,808 4 10 6,456,936 15 2 


of 1938, was, nevertheless, well above the average. The public 
demand for bronze coinage, particularly pennies, is some- 
thing of a mystery. It does not seem to bear any very close 
relation to industrial activity; indeed, there have been boom 
years when no pennies at all were struck. But in recent years 
vast quantities have been issued, especially in the last quarter 
of 1936, when the enormous demand resulted in the issue 
of £368,000 of pennies—nearly 90 millions—in three months. 
Now it is announced that no more pennies are to be issued 
until further notice, which will save over 800 tons of copper 
a year. The total in existence is equivalent to 3s. per head of 
the population, so that the economy is fully justified, and, 
in any case, there is always the brass threepenny bit, a more 
widespread use of which would reduce the need for pennies. 
An article in The Economist (March 23, 1940, page 509) 
pointed out the unpopularity of the farthing and the im- 
portance of small change in a period of rising prices. It is 
interesting, therefore, to note that the number of farthings 
issued last year was the greatest on record. On the other 
hand, there were fewer halfpennies issued; and it is just 
possible that the increase in London Transport’s penny fares 
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to 14d. and the introduction of 24d. fares will cause tem- 
porary shortages in the supplies of halfpence. 


* * * 


Experiment Deferred 


The first national casualty of the war was the closing of 
the Pioneer Health Centre at Peckham. That this was in- 
evitable is brought out in the report for 1938 and 1939, 
Evacuation, calling-up and the migration of women to in- 
dustry have tended to break up family life; and it is on the 
family that the whole basis of the Centre’s work resided. The 
health of the whole family, from infancy to old age, was the 
object of its health services; every member of the family could 
find in the buildings and grounds occupations for his leisure 
hours. That the family is the smallest unit on which all social 
construction must be based is the first of the Centre’s guiding 
principles. The other, no less important, is the emphasis on 
health rather than sickness. This does not, of course, mean 
that the necessity for an early detection of disease is ignored. 
Indeed, the periodic overhaul of each member of the family, 
by which many a serious illness can be nipped in the bud, is 
still its principal service. But the Centre’s staff wisely realised 
that such overhauls can do more harm than good if they 
create a family of hypochondriacs, and the technique em- 
ployed, in strong contrast to that of ordinary clinics, is based 
on the study of health, not on the study of cure. The value of 
this “ approach to health ” attitude has been so clearly proved 
that the necessity for teaching the new technique to students 
was recognised, and the possibility of establishing in the 
Centre a Training School for Health was envisaged before the 
war came and shut its doors. Now, all that remains at 
Peckham is the oftice and the preparation of a report covering 
the four years of the research into health, though at the 
Centre’s farm, seven miles away, a few mothers and young 
children are proving that one of the secrets of health lies in 
proper nutrition. But the Peckham experiment is too valuable 
to die. When the war, with all the disease and misery it 
entails, is over, it will surely revive to play its part in restoring 
health and happiness 


* * * 


The Pilgrim Trust 

The tenth birthday of the Pilgrim Trust fell in May this 
year, when it was still under the shadow of the loss of its 
founder, Edward Harkness, and one of its trustees, Lord 
Tweedsmuir. Moreover, war has necessarily curtailed many 
of its activities, particularly those concerned with the pre- 
servation of churches and other historical treasures which 
are now threatened with a danger more deadly than the 
death-watch beetle. But the trustees’ original decision to 
suspend new activities entirely in the event of war was 
happily reviewed in December, when they agreed to consider 
selected appeals with a special wartime emphasis.The ‘Trust 
is working hand in hand with the Board of Education and the 
various voluntary organisations which found they had a very 
special task to perform in the first black-out winter, both 
among the civilian population and the Services. The trustees 
agreed to devote the sum of £25,000 to the support of music, 
painting and drama all over the country; and a small com- 
mittee—the Committee for the Encouragement of Music and 
the Arts—was set up to supervise the financial assistance and 
the various experiments in helping amateur drama and in 
encouraging the appreciation of music and painting—it has 
recently guaranteed grants for ten concerts by the London 
Philharmonic Orchestra in the provinces. And through the 
beginnings have been small because of the small budget with 
which the Committee has had to work, the Treasury has 
agreed to double the trustees’ gift of £25,000 and has offered 
another £25,000 if a similar sum is obtained voluntarily—this 
the Pilgrim Trustees hope will be forthcoming from the Car- 
negie Trust. These, activities of the Pilgrim Trust may seem 
out of place now that total war has begun and danger has 
ousted boredom. But though holidays may be forgone, leisure 
cannot be; and there are few better ways of spending leisure 
than in the enjoyment of the heritage which the people in 
this country are fighting and working to protect. 


* * * 


Shorter Notes 


Further restrictions on aliens have been introduced by an 
Order prohibiting the employment of all aliens in certain 
places, industries and establishments, unless a permit has 
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been obtained. The Order applies to places prohibited under 
the Official Secrets Act or protected under the Defence 
Regulations; munition factories; public undertakings, such 

as gas, electricity and railway companies; naval, military 
4 air force hospitals; and canteens and clubs, or any other 
organisation where the alien might come into contact with 
members of His Majesty’s Forces. 


* 


For reasons of economy the full return of expenditure on 
public social services is not being published during the war, 
but a statement giving the main new figures appeared in 
“Hansard ” of July 2nd, from which the following table has 
been compiled : — 


Total number of persons 
directly benefiting from 
the expenditure 


Great Britain 
Service 


1936-37 1937-38 1936-37 1937-38 


Unemployment Insurance & £’000 £000 
Assistance Acts :— 


Unemployment benefit (a)... | 44,416 , 45,489 * e 
Unemployment allowances... 41,872 41,405 13,465,000*) 13,907,000 
Nat. Health Insurance Acts...... 39,784 39,937 19,842,000* 21,127,000* 
Old Age Pensions Acts (6) ...... 90,137 | 92,938 4,089,732 4,178,188 
War Pensions Acts ............055 39,461 38,358 882,000 855,850 
Education Acts — .....ccesccscseees 115,257 119,234 7,953,296 8,014,330 
Public Health Acts (c) ......... 19,659 | 21,645 Notavailable Notavailable 

ME 6 nsnccscuseneas aA 43,809 45,133 sale ann 
Relief of the Poor Acts ......... 51,470 | 47,478 1,729,115 1,643,320 


IR, sk cick casa denbihdpeakene 8,280 8,926 Notavailable Notavailable 





494,145 500,543 


* Numbers given are those of insured persons. (a) Including agri- 


cultural scheme. 6) Including Contributory Pensions Acts. (c) Re- 
lating to hospitals and treatment of diseases and to maternity and child welfare 
work, d) i.e. Physical Training and Recreation Act, Approved Schools 


Acts, Lunacy and Mental Deficiency Acts. 
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As was to be expected, the Opposition parties in Canada 
have refused Mr Mackenzie King’s invitation to their leaders 
to join a War Committee of the Cabinet, on the ground that 
it would have given them responsibility without real power. 
In New Zealand, on the other hand, a War Cabinet of 
five, including the Opposition leaders, has been formed and 
is to control New Zealand’s war effort. The general Cabinet, 
in which the Opposition is not represented, is to continue 
to control all other matters, and the War Council, which 
includes representatives of labour and industry, is to remain 
in being. It will be interesting to see if this extraordinary 
division of powers will be feasible and whether the three 
bodies can avoid treading on each other’s toes. 


* 


The Australian Director-General of Information is intro- 
ducing a positive form of censorship over the Australian 
Press by making regulations requiring any newspaper to 
allot space, and any broadcasting station to give time, for 
the publication of any specified matter. It is explained that 
the object is to compel the correction of damaging mis- 
statements instead of suppressing them before they are pub- 
lished. But it cannot be said that it is in any way preferable 
to compel the publication of Government-formed opinion 
than to ban the expression of public opinion; and the regu- 
lations have naturally had a very hostile reception in 
Australia. 


* 


The last step in the removal of foreign control in Egypt 
has been taken with the abolition of the Caisse de la Dette 
Publique. British participation in the control of Egypt’s 
outstanding debt is now at an end. 


THE WORLD OVERSEAS 





‘¢ Aerial’? Warfare 


(By a Correspondent) 


OSTILITIES in the ether broke out long before the 
t start of the present war, and they are now being waged 
day and night by belligerent, non-belligerent and neutral 
nations. For the first time in history the ether is a battle- 
field on which is being tested a new and powerful instrument 
of war. 

Radio news and propaganda cannot be subject to regula- 
tions and censorship abroad in the same way as articles in 
the Press, for, although a Government can forbid the entry 
of foreign newspapers into its territory, it is often very diffi- 
cult, if not impossible, to prevent individuals from listening 
to foreign broadcasts. Even the severe penalties imposed by 
the German Government have evidently not deterred German 
listeners, for much time is spent on German home stations 
in denying news given in the B.B.C. German news broad- 
casts. And if wireless sets are confiscated, the owners are 
unable to listen to the news and propaganda of their own 
Governments. 

There is no means of determining the exact number of 
Silent spectators to this aerial warfare, but it has been esti- 
mated that there is a total audience of about 250 million 
persons in 130 countries. According to the International 
Broadcasting Union, there are about 70,500,000 receiving 
sets in existence, of which some 35,000,000 are in Europe, 
29,500,000 in North and Latin America, and the remainder 
scattered in different parts of the world. The listener with 
a commercial three-wave set now suffers from a growing 
Babel in the ether. On the long and medium wavelengths 
of Europe, as well as on the international short wavelengths, 
he finds, perhaps separated only by a hair’s breadth, a 
German station talking English, a British station talking 
German, a French station talking Serbian, a Russian station 
talking French, an Italian station talking Arabic, and a 
Japanese station talking Portuguese. 

It is interesting to compare the ways in which the most 
important stations present their news and talks for home 


and foreign consumption. The Russian news bulletins for 
home listeners, for instance, are very different from those 
broadcast in foreign languages. The illiteracy of a large mass 
of the Russian people made the radio the easiest and best 
means of bringing to them the news and wishes of the Gov- 
ernment. Group listening was encouraged; and every club, 
school, factory, association and army mess has organised 
group listening to different talks and news bulletins. The 
Russian listener gets in the daily news bulletin what people 
of other countries get in their daily newspapers. Frequently, 
the items are such as would only appear over here in local 
papers. For instance, if Russia were to have a “dig for 
victory” campaign, every gardener whose allotment was 
flourishing would have a chance of mention in a news 
bulletin. In fact, any achievement in any field of national 
importance is given prominence. 

The foreign news given on the Russian radio for home 
consumption is mostly objective and is presented in the form 
of a review of different items from different capitals, with the 
name of the agency supplying the particular items. An 
important place is naturally given to news from the Far 
East, and, again naturally, the items given are from the 
Chinese side. But it is not easy to judge from Moscow broad- 
casts in Russian the prevailing trend in Russia’s foreign 
policy, except by inference from the selection of the items 
and the amount of space given to each country. Otherwise, 
the news is given without bias and is quoted verbatim from 
the various agencies, the forming of opinion being left to the 
listener himself. 

Very different are the broadcasts of news and talks in 
foreign languages designed for listeners abroad. Radio 
Moscow was one of the first stations to start broadcasts for 
foreign consumption, and the Soviet now broadcasts in 62 
languages and dialects. In the early days, foreign peoples 
were exhorted to strike off their capitalist and bourgeois 
chains; but as an increasing number of Governments recog- 


































































nised the Soviet Union, the Russian wireless became 
less explosive, and it now dwells mostly on the triumphs 
of the Communist experiment, its aims, aspirations and 
advantages. 

In her foreign news services, also, it needs regular listening 
to judge the change in Russia’s attitude to events abroad. 
For instance, after the Russo-German Pact, attacks on 
Nazism and Fascism stopped, and the main subject of the 
propaganda talks was the new “ imperialist ” war. Lately, the 
“ agreeable ” relations between Britain and Russia have caused 
the attacks on the “ imperialists ” to be eliminated; and the 
main news features at present are the reorganisation of 
Bessarabia and Bukovina and the introduction of a new 
system of government in the Baltic States. 


The German Way 


The German news builetins and talks in the home pro- 
grammes are broadcast, not only over the German stations, 
but also over all the occupied stations—Prague, Warsaw, 
Radio Paris, Paris P.T.T., Brussels, Hilversum, Oslo. The 
chief subject is Mr Winston Churchill, who is called the 
“ world’s greatest criminal”; and the rest of the news deals 
with conditions in Great Britain as seen through German 
eyes. The German public is told that the British people are 
paralysed with fear of a German invasion, that the courts 
are packed with people charged with defeatism, that Britain 
is practically starving, that morale is very bad, that “ men 
and women in Great Britain feel the need of raising their 
courage by resorting to drink,” and so on. In addition, a 
large part of the talks and news deals with the “ British lies ” 
given out by the B.B.C. 

A speciality of the Berlin radio is to put over from time 
to time some incredible story, which is given to the public 
as special information. Such was a recent story about a 
secret agreement between the Jewish Agency for Palestine 
and the British Government, to come into force immediately 
after the war, by which a Jewish state of Judza will be 
created in Palestine and the King of England will be crowned 
King of Judza. 

Each broadcast to a foreign country is prepared to suit the 
peculiarities of the listener. For instance, broadcasts in 
English for Great Britain are different from broadcasts in 
English for South Africa or the United States. The announcer 
tries the personal touch. Talks from Zeesen for South Africa 
are actually announced as given by Lord Haw-Haw, as the 
Germans have taken advantage of the nickname to strengthen 
their personal relations with their listeners. 

The news is, as usual, specially prepared in the Goebbels 
laboratory; but all the anti-British propaganda, which is put 
over for home consumption, is carefully left out; and in 
broadcasts for British listeners the announcer assumes the 
attitude of the former Labour Opposition and tries to gain 
the confidence of the listeners by pointing out the same 
problems and making the same criticisms which appear in 
the pages of the British Press. 

A special news service is organised for Germans living 
overseas. These broadcasts in most cases encourage the under- 
mining, for the sake of the Fatherland, of the countries in 
which the Germans are living. 

The Italian radio, which a short time ago was known for 
its objective news service, is now, of course, much more 
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under German control, and the listener to Radio Rome has 
at times the impression that he is listening to another 
German-occupied station. 


The B.B.C. 


The attacks and streams of propaganda put over the air 
by the Nazi and Fascist stations are counteracted by the 
B.B.C. foreign news services. London now gives broadcasts 
and talks in German, Czech, Polish, French, Norwegian, 
Arabic, Italian, Dutch, Portuguese, Spanish, Swedish, 
Turkish, Finnish, Greek, Bulgarian, Serbo-Croat, Magyar 
and Danish. ‘The news bulletins are given impartially, for the 
B.B.C. believes that the greatest asset is to win the con- 
fidence of foreign listeners and that the best way to win con- 
fidence is by presenting impartial news. Foreign news 
bulletins are on the whole similar to those broadcast in the 
home service and, compared with the German ones, they 
lack sensation. The editors do their best to choose items of 
particular interest to the country concerned, but the pre- 
sentation of the news is still not adapted enough to the 
listeners’ tastes. The foreign listener can feel that the bulletin 
was “‘ made in England” by the way the news is served. A 
freer hand given to the announcers, who are in most Cases 
nationals of the countries concerned, would help to make 
the news service more palatable.to the foreign listener. 

In addition to its news service, London gives many talks 
in foreign languages, most of them at present being directed 
to Germany, Italy and France. In most of the talks addressed 
to the German people the speakers try to expose the “ real 
values ” of Nazism and Nazi propaganda. In many cases, too, 
they are doing their best to achieve the personal touch; some 
of them are becoming a regular feature of every foreign 
broadcast, and are in this way becoming radio personalities 
to the foreign listeners. 

According to reports from neutral countries, the effective- 
ness of the B.B.C. broadcasts is much greater than the 
German. London is regarded as a source of reliable informa- 
tion, and the listeners look forward to the bulletins. It is, 
however, difficult to say how far the broadcasts in English 
penetrate into Germany. The ban on listening, the replacing 
of large radio sets with small “ people’s sets,” the Gestapo— 
all these have to be considered before any estimate can be 
made of the effect of British broadcasts on the German public. 


America Changes Her 


Mind 


[FROM OUR WASHINGTON CORRESPONDENT ]} 


For the past six weeks, American opinion has been changing 
too fast for correspondence, even Clipper-carried, to have 
any pertinence by the time that it can get into print across 
the ocean. German successes since May along the eastern 
shores of the Atlantic have given the American people a 
shock comparable to that which Englishmen and Frenchmen 
felt over similar events in Eastern Europe. Rapid stock- 
taking, followed by rapid action, has consequently changed 
the situation from day to day. 

This international stocktaking is in many ways comparable 
to the domestic stocktaking which has been a feature of 
American public life during the past five or six years. In both 
cases the facts uncovered have been profoundly shocking to 
some of the deepest beliefs held by Americans as to the 
American way of life. 

It is a truism to repeat that Americans have always thought 
of their country as a land of opportunity, and thought of 
opportunity chiefly in its economic context. The country 
was the land of unlimited resources, bigger and better than 
other lands. The frontier was a place, not a line; it was an 
opportunity, not a limit. In the minds of Americans, the 
American scene was not boxed by the four quarters of the 
compass: it was uni-directional—“ Go West, young man, 
go West! ” 

Ten years of depression disturbed this dream with news of 
domestic realities. Americans became aware that the story 
of soil wastage is scrawled in a million gullies over hundreds 
of thousands of acres of the best farm land. Housing surveys 
showed that the items which have been taken as symbols of 
“the highest standard of living in the world ”’—the bath- 
tubs, the electricity, the refrigerators—are the perquisites, not 
of the population as,a whole, but of the middle and upper 
middle urban class. Unemployment figures made it cleat 
that economic storm clouds had dimmed the colours of the 
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golden west; and it was by no means certain that to-morrow 


would be better than to-day. 


The Isolation Delusion 


The assimilation of these domestic facts, geographical 
and economic, has been going on over six or seven years, 
and is by no means complete. Now the European crisis is 
forcing the assimilation of comparable world facts in six or 
seven weeks. 

First, what are the geographical facts? Maps in American 
atlases show on one page North and South America; Europe 
and Asia, Africa and Oceania are on a different page. On the 
American page, comfortable margins of ocean lie to left and 
right, and surely things that belong together are shown 
together. So Americans have thought—but is this geography 
all wrong? Is the North Atlantic in reality a circular area 
along whose northern circumference lie Iceland and Green- 
land, stepping stones from Europe which is at war to Canada 
which is at war, and midway on whose southern circum- 
ference lies South America, of which all but the western edge 
lies east of the eastern edge of the United States? 

Does the American concept of resources need comparable 
revision? If it is true that the United States on its half- 
continent can outmatch the other industrial countries in 
most raw materials and most productive capacities, is it 
equally true that, when the resources of the European coun- 
tries are added together to make a whole continent, the 
United States is notably inferior in many strategic capacities? 

Thoughts such as these are behind the defence bills total- 
ling $5,362,319,478, including a greatly increased air force 
and a two-ocean fleet. They are behind the rapid moves 
being taken for industrial mobilisation, particularly the 
appointment by the President of the Advisory Commission 
to the Council of National Defence. The seven members of 
this Commission are as follows:—Edward R. Stettinius, 
Jr., Chairman of the United States Steel Corporation, raw 
materials; William S. Knudsen, President of General Motors, 
production; Ralph Budd, President of the Chicago, Burling- 
ton and Quincy Railroad, transport; Chester C. Davis, 
member of the Federal Reserve Board and former Adminis- 
trator of the Agricultural Adjustment Administration, agri- 
culture; Sidney Hillman, President of the Amalgamated 
Clothing Workers, labour; Leon Henderson, of the Securities 
and Exchange Commission, price movements; and Harriet 
Elliott, of the University of North Carolina, consumers’ 
interests. 

These thoughts are behind the President’s appointment of 
Henry A. Stimson, former Cabinet member under Republi- 
can administrations, to head the War Department; the re- 
placement of the Secretary of the Navy by Frank Knox, Re- 
publican publisher of The Chicago Daily News; and the 
appointment of Donald Nelson, of Sears Roebuck, a mam- 
moth mail-order firm, to attack the crucial problems of 


supply. 
The Importance of Mr Willkie 


These thoughts are also behind the extraordinary progress 
of Wendell Willkie to the Republican nomination for the 
Presidency. By all of the normal requirements of politics, 
Mr Willkie was an impossible candidate—a recent transfer 
from the Democratic column, head of a public utility cor- 


poration, closely associated with the financial interests” 


centring in New York, without previous political experience, 
and a late starter in the campaign. His nomination on the 
sixth ballot was a response to a largely unorganised convic- 
tion that here was a man thoroughly capable of doing an 
industrial job, and that an industrial job is the main job for 
the years ahead. 

The country wants to arm—and badly enough to greet 
not only increased appropriations but increased tax measures 
with approval. But so far it has not made up its mind on 
the policy for which it wishes to use those arms when it 
gets them. Defence of the United States; defence of the 
Western Hemisphere; aid to the Allies short of war; imme- 
diate declaration of war on Germany; all of these pro- 
grammes have vigorous and powerful advocates. 

It can at least be said that the movement is towards a 
dynamic policy. Mr Willkie’s nomination would seem to 
ensure that this year’s political campaign will not be fought 
on the issue of isolation versus participation, of Americanism 
versus internationalism, as might have been the case with 
another Republican nomince in view of President Roosevelt’s 
recent speeches. Rather, it may now be fought on the issue 
of which party can best do the job to be done. And the 
difference may considerably alter the time schedule on which 
a definite foreign policy will be selected. 


June 28th. 
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The Catastrophe 
of 


France 


[FROM OUR CORRESPONDENT FORMERLY IN PARIS] 


I HAVE lived through with the French people the ghastly 
two weeks of incredibly swift catastrophe that elapsed 
between the defeat of General Weygand’s armies on the 
Somme and the Aisne and the signature of the armistice 
that was an unconditional surrender. I have been forced to 
be a part of the huge teeming mass of refugees that flooded 
from northern into south-western France. I have been a 
refugee myself, as my wife and I were obliged to leave Paris 
with nothing but what we could carry in our hands. I have 
known all the vicissitudes of life in a time of great national 
débdcle, the extreme difficulty of obtaining food and shelter, 
the virtual impossibility of obtaining a means of transport, 
the occasional sick feeling of being trapped in a town that 
would soon be a theatre of military action. 

Now that I have reached the relative tranquillity of Spain 
I feel an irresistible impulse to try to cast up the balance 
Sheet of the vast catastrophe which I have seen at such 
close range. When Poland fell after three weeks of Blitz- 
krieg last September there was a sense of shock, but the 
general opinion in France and Great Britain and America 
was that it could not happen to an advanced Western coun- 
try. Yet within six weeks France has been knocked out as 
completely as was Poland. What is the explanation? 

The recent débdcle has simply proved what was abund- 
antly clear in 1870-71, what was obscured in 1914-18 
because a huge coalition was created against Germany: that 
France alone is no match for Greater Germany. The odds 
against France in trained man-power were two to one, or 
three to one if Italy is taken into account; the odds in the 
most effective modern weapons, in aeroplanes and tanks, 
were far greater. Who can be surprised at the result? 
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The Fatal Optimism 


From the beginning of the war I have been both amazed 
and appalled by the unreasoned “Germany cannot win” 
attitude which prevailed, not only in France and in Great 
Britain, but also in the United States. Very few observers 
seem to have drawn the obvious conclusion from the indis- 
putable fact that six major powers were in the field against 
Greater Germany in the World War, as against two in the 
present war. Not all these powers, of course, pulled the same 
weight at the same time; but all made their contribution 
to the German defeat. 

One of the illusions that prepared the way for France’s 
disaster found vivid expression in a widely distributed war 
poster showing the extent of the French and British Empires 
and bearing the comforting caption: “ We shall conquer 
because we are the stronger.” The idea behind this poster 
might have been vindicated if Hitler had fought the war 
as France and England would have liked—as a long contest 
of endurance. But, as one of the most far-sighted French 
political commentators remarked to me in Paris, when the 
situation was becoming obviously critical: “ The trouble is 
that all Hitler’s resources are on the battlefield, while most 
of ours are of merely potential value.” 


Daladier and Gamelin 


It was also France’s misfortune to have a civilian 
mediocrity, Daladier, as the head of her national adminis- 
tration, and a military mediocrity, Gamelin, as the head of 
her armed forces during those months which could have been 
so precious and which were largely wasted. Daladier and 
Gamelin both thought of war in terms of 1914-18. Neither 
showed any sign of grasping the two facts that the massed 
use of aeroplanes and tanks gave the attacking side tre- 
mendous new opportunities and that a supreme effort was 
needed to permit France to catch up to some extent with the 
lead which Germany had gained in the output and use of 
these weapons. 

A subject which will certainly be a proper subject for 
future inquiry was the dilatory course of Anglo-French 
purchases of war material in America. No doubt the 
American “cash and carry” policy was irritating. But no 
one can even estimate the frightful price which France paid 
for not throwing her gold into the scale more freely to 
quicken American deliveries of essential material. 


The Military Collapse 


The French Army possesses one of the oldest and finest 
military traditions of Europe. Its officers were well trained, 
hard-working, conscientious. Its soldiers were the products 
of an unbroken system of universal liability to service. How, 
then, could it have sustained such a crushing defeat? 

The overwhelming German superiority in man-power, in 
aeroplanes, in tanks, supplies part of the answer. There was 
a less tangible, but equally important, German superiority 
in the qualities of speed and imagination. The French 
General Stati, under the leadership of General Gamelin, had 
become obsessed with a purely defensive conception of war 
that has never won victories since men began to fight, and 
the whole country, from the General Staff to the man in 
the street, was hypnotised by the “ invincibility” of the 
Maginot Line. Now the Maginot Line was never success- 
fully stormed, only taken in the rear when the French front 
in other sectors had collapsed. But it did not cover the whole 
French frontier; and all experience shows that a “ wall ” 
or defensive line can seldom stand indefinitely against the 
onsets of an active enemy. 

Lenin uttered a profound truth when he said that one 
must never “play with revolution.” Revolutionary action 
must never be half-hearted and irresolute; it must be pushed 
toward the ultimate goal with maximum force and energy. 
This same principle holds true as regards war; and one fears 
that France, victim of a number of illusions, committed the 
unpardonable sin of waging war half-heartedly until defeat 
was already so close as to be unavoidable. 

During visits to the front I have talked at length with 
perhaps a score of French officers. I cannot recall one who 
Was not pessimistic, not about the outcome of the war, but 
about the social and economic difficulties which would open 
up for France after the end of hostilities. I am sure that 
every one of these officers did his full duty, up to death. But 
their attitude, contrasted with the fierce drive of Nazi Ger- 
many, was that of Roman officers against the barbarians in 
the fourth and fifth centuries, of Byzantine officers against 
the Saracens and Turks. It was not the mental attitude of 
the French revolutionary leaders, it was not the mental 
attitude that wins wars. 


Fune 30th. 





Portugal’s Improving 
Position 


[FROM OUR LISBON CORRESPONDENT] 


PoRTUGAL’S final statement of receipts and expenditure for 
1939 once more shows how carefully the Salazar regime 
adheres to its cardinal financial policy of keeping outlay well 
within actual income. Receipts were 2,532 thousand contos 
and expenditure 2,398 thousand contos. (At current exchange 
a thousand contos is approximately £10,000.) This surplus 
brings the total surplus balances shown during the past 
eleven budgetary periods to 1,981,000 contos (nearly 
£20 millions), and of this total 980,000 contos have been 
spent, the major part, 526,000 contos, for re-armament and 
naval and air force renewals. 

It is a fine showing. There is no juggling with figures. On 
receiving the accounts from the Direction General of Pub- 
lic Accounts, Dr Salazar merely published an order that the 
main and subsidiary or explanatory tables covering the year’s 
accounts should be officially printed in full for general in- 
formation. Nor is it necessary to be an expert in account- 
ancy to read them with understanding. And, satisfactory as 
these results are, there is sound reason to expect that if 
Portugal’s present wise direction and neutrality is allowed 
to continue, the result of the 1940 returns may be even 
better. Trade as a whole is sound and expanding. And 
though the Government is keeping a sharp and wholly bene- 
ficent check on would-be exporters of essential foodstuffs 
and textiles, the state of Europe, and particularly that of 
Portugal’s nearest neighbours, promises a steady and highly 
profitable sale for everything she produces. Nor will she be 
short of imported articles, as she is a free neutral market, 
wherein the consumer’s capacity, though limited when com- 
pared with wealthier countries, is slowly expanding. 

Commonsense and charitable foresight have up to the 
present characterised all the Government’s measures. It is 
surely not out of place to insist that sound moral judgment 
based on Christian ethics, such as is publicly professed by 
Dr Salazar, is a true national asset, even if it cannot be given 
a Statistical value in the country’s balance sheet. 


Fuly 11th. 


Books Received 


Trade Agreements. By J. D. Larkin. (London) H. Milford. 
135 pages. 6s. 6d. net. 

Modern Turkey. By J. Parker and C. Smith. (London) Rout- 
ledge. 259 pages. 12s. 6d. net. 

Mobilising Civilian America. By H. J. Tobin and P. W. Bidwell. 
(London) Royal Institute of International Affairs. 276 
pages. 15s. net. 

Eastern Europe After Hitler. By D. Warriner. 39 pages. 1s. net. 

The State and the Railways. By E. Davies. 24 pages. 6d. net. 
War Effort and Industrial Injuries. By H. Levy. 16 pages. 
3d. net. (London) Fabian Society. 11 Dartmouth Street, 
S.W.1. 

Heil Hunger ! Health Under Hitler. By M. Gumpert. (London) 
Allen and Unwin. 128 pages. Ss. net. 


One Thousand Strikes of Government Employees. By D. 
Z. Skind. (London) H. Milford. 279 pages. 20s. net. 
Evacuation Survey. By R. Padley and M. Cole. (London) 

Routledge. 296 pages. 10s. 6d. net. 

The Three Weeks’ War in Poland. By C. Hollingworth. (London) 
Duckworth. 180 pages. 6s. net. 

Survey of British Commonwealth Affairs. Vol. II. Problems 
of Economic Policy, 1918-1939. Part I. By W. K. 
Hancock. (London) H. Milford. 324 pages. 15s. net. 

The Economics of Ancient Greece. By H. Michell. (London) 
Cambridge University Press. 415 pages. 18s. net. 

Britain’s Food Supplies in Peace and War. By C. Smith. 
(London) Routledge. 290 pages. 10s. 6d. net. 

Capitalism the Creator. By C. Snyder. (London) Macmillan. 
473 pages. 16s. net. 


Japan Closing the “Open Door” in China. By J. Ahlers. 
(Shanghai) Kelly and Walsh, Ltd. 140 pages. No price 
stated. 


Oxford Pamphlets on World Affairs. (Oxford) Clarendon Press. 
3d. each: — 


Russian Foreign Policy. By B. Ward. 32 pages. 
Was Germany Defeated in 1918? By C. Falls. 32 pages. 
Labour Under Nazi Rule. By W. A. Robson. 32 pages. 


sal 


v 
g 
c 
e 
] 
d 
b 
fi 


a ee a ee a ee a rh I OO 


ee — — F 


st 


July 20, 1940 


THE ECONOMIST 79 


WARTIME INSURANCE PROBLEMS 





Insurance Against War Hazards 


THERE is no hazard against which the community is more 
anxious to insure than war itself. But war, with its whole- 
sale losses and its arbitrary incidence of damage, is least 
assimilable to insurance experience. It presents the very 
antithesis of that normal behaviour of events on which 
organised insurance is based. Hence, any attempt to apply 
insurance principles to war risks can only provide partial 
cover, for underwriters cannot bear open commitments and 
remain solvent. But even partial protection is of real value 
in wartime, and if the ordinary insurance process can be 
adapted to operate over the widest possible range of war 
hazards, the community is well served by its insurers. Both 
of these principles were well learned between 1914 and 1918; 
and both have been applied, so far as is practicable, to give 
some measure of protection in the present war. 

To give such protection, the established machinery of 
insurance must be adjusted according to the extent and 
unpredictability of the war hazard involved. The risk of 
catastrophic war claims is least in life assurance, and for 
that reason, though the peril remains incalculable, it has 
not disturbed the structure of premiums so profoundly as 
in other branches of insurance. Life assurance, unlike fire 
and marine underwriting, starts with a scientific and 
accurate premium system before the war risk is introduced. 
Moreover, since every life policy must eventually become a 
claim, it is essential that funds should be accumulated 
against the liability attaching to each policy. Over the whole 
range of life assurance now in force, such reserves total some 
£1,400 millions, or about 42 per cent. of the aggregate 
claims which would fall due if every assured person died at 
the same time. The majority of non-life policies, on the 
other hand, never sustain a claim in normal times, and 
the reserves held are thus only fractional—sufficient to meet 
all normal peacetime claims, but not sufficient to cover the 
far wider hazards of war. Moreover, it is reasonable to 
expect that war deaths among well-insured civilians will be 
uniformly distributed between the different age groups. The 
most youthful groups are covered by life assurance to a very 
limited extent, while among the elderly groups the accumu- 
lated reserves should be little short of eventual liabilities. 

Thus life offices have been able, independently, to provide 
almost unlimited war cover to newly assured persons—sub- 
ject to the payment of adequate consideration in return. 
Indeed, up to the outbreak of hostilities the offices were so 
confident of their ability to meet war claims that, almost 
without exception, they made no extra charge for war cover, 
at least to civilians. Admittedly, this offer of gratuitous 
cover against war risks caused some misgivings among 
actuaries, and it was immediately withdrawn when war broke 
out, A few offices, indeed, have since reverted to their pre- 
war practice, though they are a very small minority. The 
great majority of offices, apart from these few exceptions, 
charge in different ways for war risk cover. Some require an 
extra £1 or £1 1s. per cent. of the sum assured to cover 
the civilian war risk; some charge no extra premium but re- 
duce the benefit paid, either by a pre-determined formula or 
by subsequent adjustment of profit distributions. But with 
few exceptions (mostly among the Scottish offices) a civilian 
can easily obtain assurance against the war risk with his 
normal life assurance cover, provided that he pays for it. 
A man in the Forces or liable to be called up will usually 
find that assurance against serving risks will cost consider- 
ably more, yet it can still be obtained. 

It should not be inferred, of course, that the offices can, 
or do, regard their possible war liabilities with equanimity. 
Pre-war policies form the great bulk of their business, on 
which the premiums fixed at inception cannot be revised, 
though on participating contracts bonuses can be—and are 
being—lowered. But the factors which prompted actuaries 
to decide that they could assure the risk of death through 
war still operate and may have been provisionally strength- 
ened by the limited number of war deaths to date. 

A bombing raid is unlikely to involve any of the 70 impor- 
tant life offices in large claims. But it might obviously cost 
an inordinate amount to a fire company underwriting pro- 
perty. The liability would clearly be incalculable and beyond 
the capacity of the companies to meet. They therefore made 


it plain, long before war was declared, that they could not 
undertake to insure war risks to property on land, and 
foreign companies also subscribed to this decision in an inter- 
national agreement (which does not, however, apply to the 
United States). But the enormous value to the public of war 
cover for property demanded some measure of protection 
even if normal insurance could not be applied. To cover 
buildings the Government introduced its partial compensa- 
tion scheme—a decision confirmed by the Weir Committee. 
This violently-criticised scheme provided only for post-war 
compensation and limited payments to such amounts as the 
Treasury could spare, which are not specified in advance. 
By recent amendments, advances can now be obtained against 
eventual payments, but these are of strictly limited extent. 
The reasons put forward for the partial extent of this cover 
are plain. But it could be argued that the State is not subject 
to the same limitations as the insurance companies. It may 
exercise compulsion and it may rely upon a post-war levy to 
reinforce premiums during the war. The offices, as insurers, 
have renounced any interest in property war risk insurance— 
though they are themselves large investors in property—but 
if they could avail themselves of these dual powers of the 
State a more adequate scheme for property war risks would 
almost certainly be in force. 

These various considerations apply also to stocks of com- 
modities, except that the aggregate liabilities are only 
about one-sixth of the value of property at risk. Even 
these commitments would be much too large for the com- 
panies to bear. In this case the State has covered the risk, 
and by a scheme which is much closer to true insurance. 
With few exceptions it is, however, compulsory, and the 
companies are only concerned with it as Government 
agents. In this capacity they collect premiums and perform 
the clerical work involved. There was a lamentable failure 
to use common insurance experience in the early months of 
the scheme, which increased the insurance companies’ labours 
and costs, and also evoked widespread public criticism. If 
the companies had been allowed to exercise a wider discre- 
tion, under broad heads of policy directed by the Board of 
Trade, the costs of operation would almost certainly have 
been lower and the criticisms fewer. 

The several types of insurance or quasi-insurance described 
above illustrate the value of war risks cover. There has, 
admittedly, been no great eagerness among the public to 
take out new life contracts covering war risks, but this is 
partly to be ascribed to general factors which have affected 
new business (which are considered on a later page). But, 
in addition, a certain confusion exists among potential 
assured Owing to the varied methods adopted in charging 
for the war risk. Uniform treatment by the offices of this 
risk, which was unsuccessfully attempted at the beginning 
of the war, would go far to overcome this deterrent. Perhaps 
a general investigation by the offices might also suggest that 
the risk was being surcharged. But there can, be no doubt 
about the value to-day of the war risks protection which the 
public is deriving under pre-war policies. 

Cover against war risks on property has a self-evident 
utility for private individuals, for commerce and industry, 
and for the country as a whole in its war effort. It is unfor- 
tunate that the compensation scheme for buildings is of 
limited scope; certainly, a scheme more closely approaching 
true insurance would be well received. The Government 
itself, in extending compulsory insurance to stocks of food- 
stuffs valued over £200 (the limit of compulsion for the 
scheme generally is £1,000), have shown their appreciation 
of the great value of insurance to the trading and distri- 
butive machinery of the country. 

The same lesson has been amply learned by Government 
and traders alike in the remaining sphere of war risks insur- 
ance—vessels and cargoes at sea. A later article shows how the 
marine insurance market has adapted itself to war conditions 
and the measure of its co-operation with the Government. 
In this category of insurance, the hazards involved are too 
large for the unaided market but not so large that under- 
writers cannot take a share in them. Its crucial value to a 
nation which is fast becoming a fortress, strategically depen- 
dent upon seaborne traffic, requires no emphasis. 
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Cover for Convoys and Cargoes 


It has been said that war is always good for marine under- 
writers. Although the statement is demonstrably untrue, it is 
possible that some underwriters, when the present war com- 
menced, envisaged a repetition of their experience in the war 
of 1914-18. From the first, they were protected against the 
“shock ” liabilities of initial hostilities through the “ Pool,” 
which was re-insured by the Government against King’s 
Enemy Risks. Although United Kingdom business only was 
pooled under this scheme, it was in that business that the 
major losses were incurred. Further, with the opening of the 
Government War Risk Insurance Office, some underwriters 
may have looked forward to a war in which, as between 
1914 and 1918, the worst risks would go to the Government, 
leaving them to take the better risks at rather less than 
Government rates. On that precedent, both they and the 
Government might expect to make handsome profits out of 
the business. 

Since nothing has gone according to expectations in this 
war, however, it is hardly surprising that marine war risk 
insurance has developed along very different lines from those 
anticipated at the outbreak of war. From the very outset, 
the Government Office has worked on a schedule of 
graduated rates and not on a flat rate for all voyages, as 
during the last war. Further, underwriters in the open 
market quickly learned that competition with the Govern- 
ment’s rates was quite unwelcome. Hence, the Government 
Office obtained practically the whole of United Kingdom 
business and also the bulk of war risks on cargo in British 
ships when the State scheme was later extended to rated 
voyages between neutral ports. 

That, in brief, defines the scope of the Government war 
risk scheme. The market, however, is left with a consider- 
able residue of business. Some British insurers still cover 
war risks with the market, on grounds of greater conveni- 
ence, although its rates cannot compete with those of the 
Government Office. Moreover, a substantial amount of busi- 
ness is transacted for neutral shippers. The market rates 
for war risks business falling outside the official scheme 
are founded on the schedule compiled by the Joint War 
Risk Rating Committee of Company and Lloyd’s Under- 
writers, which had functioned successfully since the Italo- 
Abyssinian war of 1935. Although this Committee dissolved 
itself in January last, it left an “ Advisory ” schedule of rates 
as a legacy. This schedule has been revised from time to 
time, so that rates have kept’in touch with successive war 
developments during the spring and summer. It is quite 
true that individual shipments can be freely insured at 
rates other than those set out in the Advisory Schedule. 
But the schedule actually governs the greater part of “ Open 
Cover” business, by which the bulk of cargo insurance 
is still effected. 

The adaptability of the marine insurance market is by no 
means confined to war risks business. A further instance, 
involving the close collaboration of underwriters and Govern- 
ment departments, is to be found in the enormous “ Com- 
modity” marine risk business which was placed in the 
market early this year. Since many essential imports had 
come under the control of the Ministries of Food and 
Supply, the question arose whether these imports should be 
insured in the market against marine perils or whether they 
should be shipped at the Government’s risk. Representations 
made to the Departments in question brought a realisation 
that hardship would result if marine underwriters were de- 
prived of a large volume of their accustomed business, and 
as a result it was agreed that the commodities bought and 
shipped on Government account should be insured. A huge 
Open Cover was effected, one half of the risk being placed 
at Lloyd’s and the other half with the companies, and the 
scheme is now working admirably and is bringing a very 
considerable flow of premiums to the market. In some cases, 
also, the building risk on vessels under construction for 
Government account is covered to the extent of half the 
values involved in the open market, the other half being 
covered by Government guarantee. Such close collaboration 
between underwriters and the State is yielding good results. 

While it is true that underwriters are deriving a substan- 
tial premium income from the Government cover, and that 
in some directions their business has been well maintained, 
two factors are militating against favourable underwriting 
profits. It is the general opinion that the 1939 account may 
yield a reasonable profit, but forecasts for the 1940 account 
are gloomy. The two adverse factors are the increase in 
marine casualties due to wartime conditions of navigation 
and the loss of business caused by the virtual disappearance 


of the whole of the trade of Europe which has followed 
German occupation. To meet the increase in claims due to 
“ war-marine” casualties, underwriters have imposed sur- 
charges on cargo risks involving passages within the war 
areas, but it is generally conceded that these are insufficient 
and that they must be supplemented if heavy losses are to 
be avoided. In the hull market, underwriters have raised the 
surcharge of 10 per cent. imposed last September to 25 per 
cent., and this surcharge is in addition to the scaled in- 
creases of the Hull “ Understanding,” by which renewals are 
assessed in the light of the insurance record of the risk 
over the preceding four years. Speaking at the annual meet- 
ing of the Eagle Star Company, Sir Edward Mountain ex- 
pressed the opinion that hull business may prove to be on 
a profitable basis, provided that underwriters see that pre- 
miums are kept in line with the increasing cost of repairs. 
Other insurance company chairmen, however, have been 
less optimistic in their forecasts, and since they spoke, the 
situation has been further complicated by the fact that while 
the cost of repairs has continued to increase, insured values 
—which are a crucial factor both in the yield of premiums 
and in the ratio of claims—have actually declined. The situa- 
tion in the hull market is, in fact, so obscure that only a 
very bold underwriter would attempt any forecast regarding 
the ultimate outcome of current business. 

This war has confronted underwriters not only with prob- 
lems which were only partly solved during and after the 
last war, but also with other questions peculiar to the enemy 
occupation of many European countries. In English law, 
the broker is directly responsible to the underwriter for 
the payment of premiums, but the underwriter is directly 
responsible to the assured for the payment of claims. The 
position of insurance on Norwegian, Danish, Dutch and 
Belgian interests is clear-cut in law, but no practical solution 
has so far been found to the problem of what is to be done 
when the assured is prevented, by force majeure, from pay- 
ing to the broker the premiums due, though he is neverthe- 
less still insured under the policy placed with English under- 
writers. An attempt to forestall further difficulties of a 
similar nature by drafting a clause making the attachment 
of a risk dependent upon the payment of the premium to the 
broker within ten days does not seem to have found much 
favour with either underwriters or brokers, but the actual 
events of the past—and not potential developments in the 
future—present the real difficulty. There must, of course, be 
the usual crop of disputes whether a loss should fall on the 
marine or the war risk policy, and it is interesting to note, 
in this connection, that in the special conditions applying to 
war risks on goods destined for France and subsequently 
diverted, the Government Office specifically covers the risk 
of loss or damage due to collision occasioned by hostilities 
or warlike operations. Such loss or damage was established as 
attaching to the war risks policy by litigation after the last 
war. 

Perhaps the payment of amounts due to enemies at the 
outbreak of war scarcely warrants immediate consideration, 
though it will-have to be considered sooner or later. Mean- 
while, perhaps the outstanding feature of the current situa- 
tion is also the least spectacular. In 1937, underwriters 
adopted the “ Waterborne ” Agreement on an international 
basis. By this agreement, it was laid down that the cover 
of war risk policies should apply only to goods on board 
the overseas carrying vessel. By this step, the risk in craft 
and on shore was eliminated from the marine war risk policy 
and the possibility of catastrophic losses on accumulated 
goods at ports was avoided. This agreement, to which effect 
is given in the Government War Risk Office’s certificates and 
in open market policies, has contributed greatly to the 
financial soundness of the marine insurance market under 
war conditions. Coupled with the traditional policy of con- 
serving past profits, and the self-imposed safeguards upon 
Lloyd’s underwriters, it has strengthened the whole market 
against the admittedly heavy drain of wartime claims created 
by increased losses and rising costs. Perhaps the most signifi- 
cant evidence of faith in the security of the British marine 
insurance market is the eagerness with which foreign ship- 
owners and merchants of nations not under enemy domina- 
tion seek, and are content to accept policies of British 
underwriters now, as in pre-war conditions. The marine 
market has the high duty of protecting the nation’s over- 
seas commerce from the financial perils of the seas and 0 
enemies. Its ready adaptability, and its co-operation with the 
Government in wartime measures, show that it is capable 
of fulfilling its task, 
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American Insurance—A British Export 


In time of war it would be impossible to overstate the im- 
portance of the American market to the British insurance 
industry. For many years the United States has contributed 
by far the largest part of the net revenue that the companies 
derived from abroad, which in turn contributes a substan- 
tial yearly credit to our balance of payments. Nor do the 
amounts actually remitted home by the branch offices and 
subsidiaries domiciled in the United States represent the 
whole, or even the most important part, of the gain derived 
by the British war economy from insurance operations 
there. Any amount added to the dollar reserves in excess of 
the generous sums required by law to meet possible liabili- 
ties may be regarded as available for sale to the British 
Government if required, for the considerable sums held in 
excess of the stipulated reserves would only be needed if the 
claims experience became most extraordinarily adverse. 
Moreover, reserves as a whole provide interest which rein- 
forces the balance on underwriting account. The great ser- 
vice performed by the offices in the matter of dollar supplies 
during 1914-18 is well known. During those years about 260 
million dollars were sold or lent to the State—and the need 
for dollars is now even greater. 

The reinforcement of our dollar supplies is only one of a 
number of factors which emphasise the importance of the 
American insurance market. In marine insurance, it is largely 
the underwriters of Lloyd’s and of the insurance companies 
who provide the vital service of protecting against financial 
loss shippers to and from the United States, our most vital 
channel of sea-borne trade. In American fire and accident 
insurance the companies have established themselves in a 
unique position for upholding British commercial prestige. 
Their American business forms a very large portion of the 
whole. In the fire branch it provides about 55 per cent. 
of premiums, and in the accident branch about 40 per 
cent. Thus, even from the narrower view of the British 
insurance industry itself, the American market is essential 
to the maintenance of the companies’ business and profits 
on the present scale. The importance of America is also 
emphasised by other repercussions of the war. These include 
not only the complete cessation of British insurance trans- 
actions in the countries overrun by Germany, but also the 
disturbance of business over a wide range of the foreign 
field. Hence, it is more than ever essential that the companies 
should maintain, and if possible expand, their interests in 
America. Similarly, any threat to this aim must be resisted. 

It was hardly to be expected that Germany would be 
content—above all in a country such as the United States, 
where enemy agents are not in short supply—to refrain 
from propaganda against British insurance interests there, 
especially since German insurance and reinsurance com- 
panies have every reason to be envious of the established 
position of the British companies in the American market. 
But German propaganda has certainly not succeeded in its 
attempt to cast widespread doubt in the United States upon 
the ability of the British companies to honour their obliga- 
tions. —The American public, more than any other, has 
reason to know the utter lack of foundation for such 
propaganda. They know that they are in any case com- 
pletely protected by the legal requirements regulating 
the reserves to be held within the United States. They 
also have a very keen appreciation of the large additional 
dollar reserves held by British offices, and of the extensive 
sterling reserves held in this country as a third line of 
defence. They are well acquainted with the promptness 
and liberality of claims settlements by the British offices. 
Their experience after the San Francisco earthquake, when 
British companies met claims with the minimum of delay, 
is still fresh in the memory of American business men. 
Nor is there any vestige of truth in the suggestion put for- 
ward by German propaganda in the United States that 
British companies will be unable to find the exchange to 
meet their dollar requirements. Even if the companies were 
compelled to meet a net flow of funds out of the United 
Kingdom in a given year—a most unlikely occurrence—there 
is complete certainty that the dollars would be immediately 
forthcoming. 

This policy has been confirmed on several occasions 
by the British Government, and it is, of course, the essen- 
tial guarantee of international insurance business. But to 
disprove these German falsifications does not mean that they 
can be ignored. They require, in addition, the most effective 
rebuttal that can be administered by the British companies 
and by the authorities. It is gratifying that Superintendent 


Pink of New York, one of the outstanding personalities 
in the American insurance world, has vigorously and tren- 
chantly answered the German propaganda. This is probably 
one reason why the attentions of German agents have 
recently been turned away from the United States itself and 
directed towards countries under American influence, such 
as Cuba, the Philippines and South America. It must be 
admitted that such propaganda in these countries does not re- 
ceive a reception quite so frigid as in the United States. 
Effective counter propaganda is needed and should be 
applied in these areas. 

The United States has not followed the practice— 
elsewhere practically universal—of discriminating against 
foreign insurers, which in its case are practically synonymous 
with British companies. No less favourable treatment is 
meted out to British interests than the American companies 
themselves receive, so that efficiency in competition alone 
is necessary to maintain our position in the United States 
market. But while there is no discrimination, Government 
action has raised insurers’ expense ratios in several ways. 
Taxation is extremely high and is increasing. Supervision of 
the companies has reached a very advanced stage, and has 
raised expenses both indirectly and directly, since the com- 
panies are expected to bear a large part of the cost of super- 
vision itself. Various charges and levies—a lengthening list— 
are imposed by State and Federal Governments alike, and 
thus tend to multiply themselves. 

In addition to this mounting level of expenses, insurance 
also suffers from a serious disability in the rate-fixing powers 
vested in the authorities in a number of the States. Rates are 
fixed by them in conformity with the fluctuations of claims, 
but it inevitably happens that reductions occur more rapidly 
than increases. Thus the relatively satisfactory fire claims 
experience of the companies in 1937 and 1938 led to a 
lowering of premium rates, even though there was every 
prospect, since realised, of a substantial increase in claims in 
1939 and 1940. Motor rates were also drastically reduced 
last year. 
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Another handicap to successful operations in the 
United States arises out of the inherent underwriting 
difficulties in the fire and accident departments. In the 
former there is, for example, a high percentage of very 
hazardous buildings, a real danger of conflagration 
in certain areas and the possibility.of very destructive losses 
under the extraneous cover in respect of earthquakes and 
hurricanes. Thus the hurricane of September, 1938, did 
widespread damage and involved the insurance companies 
in heavy losses. For reasons such as these the annual results 
must be expected to fluctuate widely, though the British 
companies have in the aggregate usually been well on the 
right side at the end of each year. In the accident (or 
“ casualty ”) department also claims are an unstable factor, 
and the amount of workmen’s compensation business avail- 
able—this is, however, a Government monopoly in some 
States—moves according to fluctuations of industrial 
employment. 

These are some of the difficulties with which British 
insurers are faced in the United States. But though they are 
real enough and the companies, especially in view of the 
need for dollar exchange, must try to remove them, they do 


not mean the companies are failing to make profits. Rates 
generally are still tending downwards, and, in the accident 
department at least, this has resulted in a lower premium 
income. Claims in the fire department are plainly moving in 
the opposite direction. In 1937, fire claims of all companies, 
British and otherwise, amounted to about $285 millions; in 
1938 to $302 millions; in 1939 to $313 millions. The last 
figure included $142 millions for the first five months of 
1939; for the corresponding period of 1940 the total was 
$151 millions, Despite the lowering of profit margins, how- 
ever, there has been a pronounced increase in the total 
amount of fire business, probably due to war conditions, 
which may redeem the adverse effects on total fire profits 
caused by the other unsatisfactory features of the under- 
writing position. In 1939, total underwriting profits on fire 
insurance increased, though it may be unduly optimistic to 
expect this experience to continue in 1940, in view of the 
heavy incidence of fire claims in early months. But it is 
incumbent upon the companies to redouble their efforts to 
conduct their business at a satisfactory margin of profit. 
By doing so, the companies will be making a_ substantial 
contribution to our war effort. 


BRITISH INSURANCE IN 1939 


General Results 


THE 1939 accounts of the companies show the effects of 
the war, although they cover only four months of war con- 
ditions. The underwriting profits in 1939 in the two main 
revenue producing departments, fire and accident, were 
lower in comparison with the previous year, but the reduc- 
tions were of limited extent. The most striking changes 
occurred not in the underwriting profits (or the gross 
trading surplus) but in the net trading surplus, i.e. 
after general expenses had been charged. These expenses rose 
very considerably, largely as a consequence of higher taxa- 
tion, but also because of A.R.P. expenditure, evacuation 
costs, and larger allocations to investment and other special 
reserves dictated by the uncertain conditions. These factors, 
and not a worsening of the underwriting experience, were 


mainly responsible for the drastic decline in the total net 
trading surplus of the companies last year. 

It is usual for insurance offices to aim at meeting a major 
part of their dividend payments from the interest on their 
non-life funds (interest in the life department is added to the 
life funds themselves to meet future liabilities to policy- 
holders). The table below shows that net interest fell 
considerably in 1939. The cost of the companies’ dividends, 
however, also fell, for although the actual declarations 
were lowered in only a few cases, the deduction of 
taxation from dividends was at a higher rate. In conse- 
quence the companies as a whole were able to meet no 
less than 85 per cent. of their dividends from their interest 
earnings. 


Lite Assurance 


THE most conspicuous present feature in the life assurance 
situation is the fall in the net rate of interest. This is the 
main factor determining the amounts which the life offices 
can distribute in bonuses to their participating policy- 
holders, and it is largely responsible for changes in the level 
of premium rates. Admittedly, we may no longer be at the 
stage where actuarial assumptions of mortality, the second 
crucial factor in the life assurance equation, can be made 
with confidence. But while any far-reaching war mortality, 


which would destroy the basis of those assumptions, is so 
far only contingent, the fall in net interest is actual. 

As the table on page 87 shows, the net rate of interest 
earned by 48 offices fell from £3 18s. 9d. per cent. in 1938 
to £3 14s. 7d. per cent. in 1939. This fall continued, in 
accentuated degree, a ten years’ declining trend which, there 
is no doubt, will go further. Clearly, the reduction of gross 
interest rates as a deliberate matter of State policy before and 
during the war is partly responsible. But the major part in 


PREMIUM INCOME, UNDERWRITING PROFITS AND DIVIDENDS, 1934-39 


Underwriting Profits 


Dividend Position 


Net Trading Surplus 


a Total ; (Excl. Life, Annuity and 
Premium Income Sinking Fund) Proportion 
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| 0 - Dividend Interest 
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£ £ % f f % 
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EE et ech ei Andes sheninni nd 106,964,457 3,546,715 | 3°3 6,525,324 8,396,674 78 
MD xs. Sdeskscetuoheebcunieoes 109,214,845 3,282,245 3°0 6,549,563 8,338,960 79 
MT stvsnspessvakiaebagupansve 115,793,858 | 2,672,212 | 2-3 6,678,472 8,306,833 80 
SET) Sikabuddceskapsnsesonnvions 115,192,812 | 2,768,339 | 2-4 6,539,905 8,115,525 81 
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the lowering of net interest rates in the last three or four 
years has been played by the level of income tax. The offices 
are nOW paying tax at about 5s. 74d. in the £ on the 
whole of their investment receipts. For new investments, 
even if these were placed at 3 per cent. (which, in view of 
recent war loan subscriptions, is probably an over-estimate) 
the net rate earned would be only 2.1 per cent. Does any 
office assume so low a rate in its premium calculations? And 
can any significant advance be expected when the income tax 
level is still rising? 

This investment factor has, however, a reciprocal effect 
which tends to limit its adverse repercussions. As the gross 
rate of interest falls (or rises) the level of security values 
normally reacts in the contrary direction. Unfortunately, 
the recent fall in the over-all rate of net interest, as we 
have seen, has been due rather to higher taxation on all in- 
vestment income than to low interest rates on new in- 
vestments, Hence there is no reason why security values 
should rise appreciably when the net rate falls sharply, 
and the gross rate is only moderately diluted by incre- 
mental investment at low rates of return. But the main- 
tenance of low gross rates has assisted securities, especially 
those of the gilt-edged type, to retain their values. This 
fact is obviously important, for it implies that the offices 
have neither had to suffer, nor have in prospect, that serious 
depreciation in investments which was their main problem 
in the war of 1914-1918. This does not rule out all depre- 
ciation on investments, for some has certainly occurred. The 
recent behaviour of the equity markets, for example, has in- 
flicted considerable depreciation on the portfolios of those 
offices which in past years have formed a deliberate equity 
investment policy. But it may, nevertheless, be said that the 
balance-sheet aspect of the life offices’ accounts has been 
to some extent safeguarded at the expense of the revenue 
aspect. Since life assurance is a long-term contract, the 
balance-sheet aspect is of more ultimate significance. 

The offices have taken any steps that are open to them to 
secure the position from the revenue point of view. The 
power to vary policy bonuses is valuable in present circum- 
stances, and the holder of a participating policy, which is 
in effect an equity, should not object if in times of diffi- 
culty distributed profits are lowered. Those offices whose 
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valuations fell due at the end of 1939 cannot be criticised 
for limiting their outgoings by lowering or passing their 
profits distributions. As the table on page 85 shows, total 
surpluses were considerably reduced in any case, so that apart 
from the need for conserving resources some reductions in 
profit allocations were inevitable. No doubt other valuations, 
due at the end of this year, will show even more drastic 
declines in the distributions. 

Another compensating movement is the adjustment of 
premium rates to the changed conditions. In the last two 
years, but especially since the outbreak of the war, premiums 
have moved upwards, though it is apparent that the move- 
ment has not yet gone far enough to take account of the 
extreme fall in net interest earnings. Policies bearing 
cover against the war risk are in a special case, and most 
offices either charge a higher premium to meet the extra 
liability or scale down the benefit; either method is an 
attempt to ensure that war mortality shall not involve the 
office in a loss on new policies. But this obviously does 
nothing towards solving the problem of the war risk on old 
policies, the majority of which cover the risk without addi- 
tional premium or equivalent reduction in benefit. Certain 
forms of assurance contracts, which involve a large invest- 
ment of new money by the office at the inception or in the 
early years of the policy, have been discouraged, and some 
offices refuse to write them at all. These unwelcome types 
of policy comprise annuities, single-premium or limited- 
premium assurances, and very short-term endowments. It 
should be noted, however, that two or three offices, which 
have specialised in such forms of policy, are now more 
willing to write them than the rest. 

Whatever may be done in these and in other ways towards 
improving the revenue aspect of the offices’ accounts, it is 
fairly plain that the writing of a very large new business 
would make matters more difficult, unless the premium scales 
were revised sufficiently in an upward direction. New busi- 
ness at present rates can hardly pay for itself, and a larger 
adverse margin is likely in the near future. It is doubtful, 
however, whether current new business is running at much 
more than one-third of the volume which was being trans- 
acted twelve months ago, and the total for last year, despite 
the virtual maintenance of the flow of new policies until 
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September, was only 78 per cent. of the figure for 1938, as for even while war deaths are small, the total of claims pay- — 
the following table shows : — ments, which might otherwise be largely spent by the re- 
Aggregate Net Change on cipients on consumption goods, may be very considerable. 
Year Sums Assured previous Year aa 
Mill. £ % Nzt New Business 
SP cievtuihéptabsgistbusesbee 164 + 1-9 sti ienielscilbiiiattiiltataie aa aa A 
Sli ibisubhasiniesenetnishoseens 183 + 11-6 1938 1939 . 
Ee 208 + 13-7 Company “kat im | aa | he Bi 
i ahihbiidienhpibondapnenetes 224 + 7-7 . Policies | Assured | Policies | Assured . 
Si ticcsatakotiedbkidebasae’ 243 8-5 Mutual Offices -— ies Sed EB 
ca 261 ; a Ee | 6,806 | 2,038,917} 2,848 | 1,769,258 G 
1938* 250 = 4 Friends’ Provident and Century .. | 2,728 | 2,483, $66} 2,343 | 2,010,356 C 
ae ste ree - i London Life ......:.cccsseeeesseeeeeees 2,098 | 2,700 1,664 | 2,010,369 L 
SET ‘badbaenbsdeanbarchinnbes 194 — 22-4 Marine and General seabeneshcntie tie 883 563, ‘B12 659 429,401 U 
National Mutual ...............00... 1,275 | 1,082,312 69 583,210 : 
* The figures for both 1938 and 1939 are estimated on the basis of the new : Fi 9'¢ L 
cates figures of the 48 offices set out in the detailed table opposite ; the a — eee aus irs te, was saaeeie L 
mae figures are from the official returns of the Board of Trade. ‘The Provident Mutual ..............-- | 90,879 | 9'286;712| 18,359 | 1.983'409 u 
ee Sas gees See ES end tener pores ese ast Geing published Scottish Amicable <................. 2,398 | 2,131,076] 1,862 | 1,685,779 N 
8 Scottish Equitable ‘iadetuialeaities 2,745 1 836,395 1,954 | 1,232,696 P 
. . . . Scottish BR. cvoscnceccodsoccse 4, 158,519 3,155 2,322,888 
In view of this check, it appears that the main war- Scottish Temperance ............0. 2,272 | 1,574,659) 1,797 | 1,161,213 . 
: ; : : . Scottish WidOWS ...........ccee0000+ 7,324 | 5,240,530| 5,302 | 3,476,339 
time function of the offices is the continued collection of ts ccarcemaceniprnns 9/506 | 6,466,259] 6,808 | 4,030,408 7 
premiums on old contracts, the drastic limitation of avoid- United Kingdom .........csescseseees | 6,478 | 5,116,390} 4,862 | 4,054,044 
able outgoings and the transaction of as much new business ; 101,998 | 51,472,734) 71,978 | 38,602,722 
as is consistent with the maximisation of savings for Govern- m eT penenl ond General ... | 3,199 | 2,733,281| 2,551 | 2,032454. ‘ 
ment loans. By these means the increase in life funds will Realty ond LOW cccccsscerveeseessees a Sais i008 1,848,149 
> : . : : is! D ccccvccccescscocccsoccesece 2,006 722,638 
be kept as large as possible, subject to the Proviso that war TER EARP ncccccscccccvecnecccssocsccccseee $5,048 | 21,659,650) 25,358 | 14 "656, 189 
savings must take first place. The ugly complication of war ; ‘ “42,459 | 30,222,156) 31,811 it | 20,259,430 
mortality, so far in the background, might indeed be suffi- Sagettdoum Griinary Qfes + “saaeel aaenel 129701 astase 
cient to turn an increase in funds into a net decumulation, tive 20,135 | 9,274,614, 16.563 | 2'675'837 

























is li j i IS ODEN to the  _——PPOAT ceceesecsseesreneee ‘ 885 | 8,230,510) 37,705 | 6,661,045 
—— “9 —— advance pocpesation which = open % the Provident Association . “302 563,225 1/108 67.670 Tr 
pate this factor. It would be well worth while, Prudential .. 93,910 | 31,762,732] 82'630 | 27,130'296 k 
i iti i igate measures for Refuge ........... 0, ,894,8 ,926 3,422,725 
however, if the authorities were to investigate measures for Rete eee aagemareetics * ae H, oe 2 nas | ‘Mikes Vv 
ensuring that as much as possible of the offices’ claims pay- —“q30, 002 |56. 64 , ; ass 
| $6,646,802 “7198, 231 | 47,110,201 
ments were reinvested, if not in Policies then in gilt-edged; | ____ sain Tt 
UNDERWRITING PROFIT AND LIFE _ CONTRIBUTIONS IN 1939 of 
Underwriting Profits Dividend Position - 
| Total Premiums : . | Rn, MEE . Net Interest | = 
Office (excluding Life, “ae | Ratio of Net Ito Net Trading : | Earnings after Cost of Proportion of 
Annuity and (excluding Trading Surplus from Total Net deducting Dividend on | of Dividend lial 
| Sinking Fund) | 1 ite, Annuity | Surplus to | Life, Annuity Sees a Ordinary = by val 
| and Sinking | Premiums | and Sinking Surplus nt hag Shares | 5 ee tn 
Fund) Fund Dividends ” hi 
pai = oa ears 7 a ic 
| } nu 
£ Sel ah. Ge ur Se ee ee ee ee ee ee ee * de 
i a ve | 4,150,621 40,808 | -1 | 72,568 | 113,376 | 337,684 | 402,063 | 84-0 
RE | 2,595,676 24,157} 1:0 | 29,587] 53,744 | 107,876| 154,141 | 70-0 
a a scvantconiudatiliinns | 1,374,885 8589} o6¢ |... | 8,589 | 70,430 | 72,656 | 97-0 
CARRE SIMRO a nccncccnscvccccccsce 14,447,997 248,143 | 1-7 | 103,451 351,594 | 644,325 | 748,177 86-1 
Ec csnihidosesdhinntiad’ | 3,681,258 54,182} 0-1 | 13,207 67,389 | 271,709 | 247,869 | 109-2 
Employers’ Liability .................. 6,272,626 37,394 | 0-6 | ie 37,394 206,035 | 179,881 | 114-5 
General Accident .....................++- | 91375,347 1693}... nae 1,693 | 253,981 | 223831 | 173-1 
ie ies eee oi ian 2,003,291 85,709 | 4-3 32,102 | 117,811 | 111,608 | 159,930 | 69-8 
Liverpool and London and Globe ... | 9,042,915 489 352 5:4 28,000 | 517,352 376,846 461,516 | 81:6 
Ec iccuscbhitucsnenteseeenidedeniessete 4,657,788 58,231 1-2 22,500 | 80,731 182,286 | 190,241 | 95°9 
London and Lancashire ............... 6,984,366 282,054 | 4-0 8,869 | 290,923 | 439,095 | 482,209 91+] 
North British and Mercantile ......... 5,056,875 68,874 1-4 67,460 136,334 404,400 | 436,849 92-6 
Re ce ean { 4,698,150 49 654 1-1 49,654 | 168,013 | 194,301 | S64 
SE RIMMED: cvnsscccentosesonicssncsevcs 3,750,151 14,625 0-4 hen 14,625 131,276 | 165,000 79°6 
ac ahs Rea ices cng 1,653,749 |Dr205,121 —12-4 870,557 665,436 57'503 600,000 9-6 
LS iiss ccnehcidsratnitiatnistasihiteiin | 7,458,297 | 20,675 0-3 19,963 40,638 | 330,779 | 376,875 87-8 
eo eR oe eh ces oes ekie 2,560,820 |Dr. 36,986 | — 1-4 32,172 | Dr. 4,814 117,678 133,333 88-5 
SE. ci kksbcnernsdscpsuhreteehebaendabesives 12,724,505 653,980 5-1 46,000 699,980 | 1,120,482 | 1,173,506 95°5 
SE EUINED, « ciinevbonccovectinsbeures 3 00, 215 99, roo 3-3 42,907 | 142,872 | 188,250 184,674 101-9 
Scottish Union and National ......... | 1,822,364 |Dr134,12 - 7-4 Dv 134,127 130,346 103,125 | 126-6 
Te a a i cee RE OSE era ee ba 4,870,688 33.614 0-7 eas 33,614 | 238,095 | 214,125 | J/1-2 
eae en ns ok sie adaesibadeies 2,892,875 | 7,181 | 2-5 28,250 | 35,431 92,507 | | 126,696 72°9 
WEE dss scakchoodabnavecnsseniien | 115, 115 ,457 | 1,902, 646 1:7 1,417,593 | 3,320,239 5, 981 204 7,030,998 85-1 


Note.—Net trading surpluses are shown above after deducting unexpired risk reserves provided by the companies, and after 
transfers to investment reserves and specific reserves in unde rwriting departments. This basis may differ slightly from that adopted 
in previous years. 
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aa eae a The fall in surpluses, though partly due to the more con- 
Company No Sune | Nera Sa servative basis of valuation employed, was also occasioned 
Policies | Assured | Policies | Assured in Certain cases by the actual depreciation in the values of 
; rr i securities at the end of the year. Very few offices, as the 
| 7,187 | 4,205,415) 4,183 | 2,794,227 7 
| 6'752 | 40427201 $1208 | 2'909429 accompanying table shows, were able to record an upward 
RIUM _ secupnecerccseseseseccesesecevess 3,811 | 1,291,381) 2,896 | 867,463 movement in their profits at the valuation. 
British Equitable .........0.00000000.0. 1,326 | 871,230| ‘1,011 647,129 
British IR comapensescabscccanseen 1,832 957,861; 1,255 522,519 
BENET * sahenbicinssesnsscnaneis 3,034 | 2,102,749] 2,210 | 1,454,772 Lire ASSURANCE VALUATIONS 
Commercial Union .................. | 9/281 | 5,991,320 8,060 | 5,291;541 « tvs Assupancs Valuations 
SII ielttetianpinsenesexccowsssenta 3,097 | 10,313,261] 2,324 | 5,835,877 oe armen ee 
General Accident ...........ccccseseee oe 2,611,070]... 1,507,119 Rate of - ‘ 
I, cect cscnseevinpeonesinis 2,167 | 1,719,379} 1,834 | 1,362,953 Interes Surph _ To a 
iterest rpius > / 
Law Union and Rock ............... 4,225 | 3,106,448} 3,172 | 2,055,440 re- | Assumed Policyholders Shareholders 
Legal and General 21'513 | 16,565,154] 16,557 | 13,671,288 = , 
Liverpool and London and Globe | 5,613 | 2,851,415| 4,943 | 2,444,917 Office Valua 7 
London and Scottish ............... | 2,252 1,588,374 1,761 1,314,357 tion | Pre- , Pre- . Pre- . Pre- . 
London Assurance ....+2.0+:000.0005 | 3,091 | 2,679,181) 2,640 | 2,100,256 vious | 1999 | vious 1999 | vious ,1999 | vious 19% 
North British and Mercantile... | 10,805 | 5,326,927, 8,945 | 5,889,172 Valua- V@lUa~ Vajya- Valua- vajyg. Valua- yaya. Valua- 
ethers Sel daihssientnadevecvens 3,174 17a, 07 3,305 | 2,645,930 tion | “1” | tion | 1 | tion | OD | ‘tion tion 
ET Ghnapiliannuhesimediidiansinsee 5,330 | 4,967,072| 4,224 | 4,027,016 
Royal sttesesnsceenevtenevnentn 7,692 | 5,176,871] 6,769 | 4,474,453 
Secttish Uniow a and National ...... Sreze 2'530'368 2489 1385/0809 %  % £7000! £000 £'000 £7000 £'000 £'000 
eS ca acnee leader 3,652 | 8,029,741) 3,219 | _ 2,841,074 tients 
88,076,713)... | 69,077,285 
7 ee Oo es ee  - Britannic : 1938 3 23 579 590 296 197 39 24 
__ Total esecee steresseeseesssseeees oe 226,418,405) eve 1175,049,638 Co-operative ... 1938 3 3 362 344 307 a 
7 . a r Friends Prov. & 
CHBGEEY cceveces 1934 3and Sand 796 1,176 629 aia ® ° 
) a 
Gresham Life .... 1934 3 3 956 | 468 844 150 99 22 
h ° Guardian........... 1934 3 2? 1,031 807 763 451 93 ~~ 61 
| e 1939 a uations Law Union & Rock 1994 - . 801 | 504 608... 67 6 
ife Ass. of Scot 193 2 2 494 459 352 wie 33 2 
London and Man. 1938 3 3 794 729 350 — + t 
London Life ...... 1938 3 3 649 544 383 200 * . 
THE salient feature of the following summary of last year’s {jarine and Gen. | > ; lout Ge ai | : 
. . . + One « © eee ve « a0 VOL wi eee 
valuation results is the fall, under all heads—interest N. Brit. & Mer. 1935 23 23 3,546 |2,372 3,036 1,371 337, 176 
assumed, valuation surplus and allocations to policyholders [afl je aie |S eee eee | oe | SS 
« ° ° ° c fe awan 9S ‘ < 3,44 3,575 2,¢ 4; & 23. 
and shareholders—compared with the previous valuations.  Refuge............... 1938 3 3 1,776 1,344 955 58 106 7 
The lowering by a number of the offices of the assumed rate {{0¥@hw- oc 1934S > (eS eee ant fe | ee 
° ° esieyan & Gen. 93% ‘ 20% / 
of interest—by } or 4 per cent.—considerably strengthened 
the valuation basis. The effect of lowering the assumed iat 
° . . . N JS 
interest rate is to increase the difference between (a) the 
present value of ultimate liabilities and (b) the present value  Pritannic ......... | 1988 | 3 = 3 | 994 | 904 268 245 240 | 215 
° owee © . > Bt 1S seoves IIR « « dc 009 28 eee ° eee 
of future premiums. This difference represents the net  Londonand Man. 1938 3 3 420| 3095 | 113, ... + + 
liabilities at their present value. This more stringent basis of ‘Peat! -............ mas, 2 32S S| eS S| lhe 
° ; ° Prudential........ 1938 23 2? =©66,739 6,628 4,131 3,525 901 784 
valuation was naturally partly responsible for the declines Refuge... «1988 2k) 25s 8941029454 5145s 
in valuation surpluses and in profit distributions, and the ésleyan&Gen. 1938 3 3 217| 203| 6)... ° . 
hidden actuarial reserves thus set up were reinforced in a — — 
ni ates a. ° * Mutual Office—no shareholders. 
number of Cones by the eves of special reserves against t In 1938 £123,000 was distributed to shareholders out of Ordinary and Industrial 
depreciation on investments. surplus; in 1939 the corresponding figure was £108,000. 
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SICKNESS, PLATE GLASS, LIFE ASSURANCE from £100 to £2,500 
DRIVERS’ RISKS, HOUSE WITHOUT MEDICAL EXAMINATION for 
PURCHASE, ENDOW-.- ages up to 50 

MENTS, Etc., Etc. Assurance by MONTHLY PAYMENTS of 


as little as 10/- 
Send for ‘‘ Concise Catalogue of Life Assurance Possi- 


E. R. BALDING, bilities ’’ giving all necessary information, 


Managing Director. UNITED KINGDOM 
42 Southwark Bridge Road, PROVIDENT INSTITUTION 


Head Office: 196 Strand, London, W.C.2 
London, S.E. mice ea a es 
Sir Ernest J. P. Benn, Bt., Chairman and Managing Director 
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While a number of offices were able to make bonus 
allocations to with-profits policyholders at what must be 
considered favourable rates, all adopted the cautious policy 
of lowering the rate of bonus compared with the previous 
distribution. In a fair number of cases, the bonus was passed 
altogether, and the carry-forward of profits to the next valu- 
ation was thereby frequently increased compared with the 
sum brought forward from the previous valuation. The very 
conservative policy of the offices was dictated not merely by 
the lower level of profits shown by the latest valuation, but 
also by expectations of more difficult conditions in the near 
future. This is an omen for the valuations due at the end 
of this year. The general reductions of bonuses on policies 
becoming claims during 1940 points in a similar direction. 

Shareholders receive reduced participations in profits 
from practically all the life valuations included in the table 
below, but they are mainly interested not in life profits, but 
in the interest earnings of the non-life branches of the offices, 
which in the aggregate cover a major part of their usual divi- 
dends. The lowered allocations must nevertheless be taken by 
shareholders as an indication of the several adverse factors 
in the present earnings position of the life assurance offices. 


Life Office Investments 


THE primary investment need of life offices is to hold securi- 
ties yielding a rate of interest as high as is consistent with 
security of capital. At the present time, taxation exacts such 
a heavy deduction from gross interest returns, and the conse- 
quences of a sustained fall in security values would be so 
far-reaching, that the fulfilment of these investment require- 
ments is more urgent even than in peacetime. The two 
factors, yield and security, are, however, ultimately incompat- 
ible, in the sense that one cannot extend beyond a certain 
point without endangering the other. In war, the point at 
which one of the criteria must be sacrificed is reached much 
earlier, and there is evidence that the offices have already 
been forced to a choice between the two. The offices have, 
on the whole, preferred to obtain the greatest possible 
stability of investment values, where the sacrifice has been 
necessary, even though this implies a very pronounced fall 


A.M.P 


THE LARGEST BRITISH MUTUAL LIFE OFFICE 


ASSETS EXCEED £122,000,000 
Figures from Annual Report for 1939 


(Ordinary Department) 


NEW BUSINESS 
£22,423,923 


BUSINESS IN FORCE 


(SUMS ASSURED and BONUSES) 


£320,778,146 


‘ 


BONUSES DECLARED ANNUALLY 


Write for copy of prospectus to 


AUSTRALIAN MUTUAL 
PROVIDENT SOCIETY 


Established 1849 in Australia 
73-76 KING WILLIAM ST., LONDON, E.C.4 


Emergency Address :— 
“Tarnmoor,” Hindhead, Surrey 





in net interest earnings. In the first eight months of 1939 
considerations of this sort were present, but not in their ful] 
force. Nor was the field of investment so restricted by Goy- 
ernment regulations as it has since become. Hence the offices 
were able to expand the relatively profitable item, loans to 
local authorities (included in the first group in the table 
below) and United Kingdom municipal securities (the fourth 
group), obtaining at the same time a high degree of security, 
But these avenues for the placing of funds are not now readily 
available. The attractions which ordinary shares had held 
out to the growing number of offices which were willing 
to consider an “active” investment policy largely disap- 
peared with the war, and, as the table shows, holdings re- 
mained unchanged at the end of 1939, though this was 
partly due to lower market values. 

The offices have shown their desire to help the war effort 
by responding in the most direct fashion to the appeals for 
the fullest support to Government loans. Almost every office 
subscribed heavily to the first War Loan and to the National 
Defence Bonds (the “ Prudential” recently subscribed £20 
millions to the latter loan). But the offices’ readiness to sub- 
scribe to Government issues should not lead to the mis- 
taken conclusion that investment in other directions does 
not help the war effort. Moneys placed in investments of 


PERCENTAGE DISTRIBUTION OF INSURANCE ASSETS, 


1935-1939 
Year 
Class of Assets 1935 1936 1937 1938 1939 


Mortgages, including loans on 

ins 5 counasauadbeanetansnce 22:0 22-3 23: 
British Government securities 19-5 18-1 17: 
Indian, Colonial and Foreign 


23-6 23-9 
17-0 16:4 


Wo 


Government securities ...... 8-8 8-2 7-5 71 6-9 
British municipal and county 

EE ieee ac cenenthnnn 2:9 2:9 2:8 2:9 3.3 
Indian, Colonial and Foreign 

municipal securities ......... 7 2.5 2-3. 3-3 1-8 
Debenture stocks ..... ca 18 18-6 18-7 18-9 18-8 
Preference and guaranteed 

DD, cclckeLeontenavsiettasbusos 8-7 9-2 9-5 9:4 9-4 
SPEED DRDUED 6c0scccscesceesns 75 86 92 9-2 9-2 
Reversionary interests, pro- 

perties and other assets...... 9-5 9-6 9:5 9-8 10:3 


PERCENTAGE DISTRIBUTION OF ASSETS OF 38 PRINCIPAL OFFICES 
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Mutual Offices % | % | % | % % |%1%1 %| % 
Equitable ......... 29-8 | 2-2 8-1) 3-1 8-1 }23-1 | 4-7} 5-4] 20:5 
Friends’ Provident ... | 21-6 | 8-0 2-6} 2-8] 0-8 |30-3 | 5-6 }18-3 | 10-0 
London Life ............ | 31-5 [15-6 7:3 1:6 1-4 }11-4] 9-2 | 8-9 } 13°1 
Marine and General... | 13-5 l13 9 8-8 5-0 4-0 |27-6 |15°3 |10-2 | 1-7 
National Mutual ...... 15-3 jll-1 | 21] 6-0] 0-3 |17-8 |13-5 114-8 | 19+1 
National Provident... | 27-0 |12°6| 6:0} 5-2 2-4 {21 1 7:2 | 7-0 | 11-5 
Norwich Union......... | 35-9] 7-8 | 7:7 | 0-1 1-8 118-2 | 5-8 [13-0 | 9-7 
Provident Mutual ... 7-9 118-2 2:0] 1-3 1-1 {19-6 |23-1 |18-4 8-4 
Scottish Amicable ... | 19-1 19-9] 5-3 | 1-7| 0-6 [21-9 [16-7 | 9-91 49 
Scottish Equitable ... | 25-9 [10-5 | 7-1 | 1-4 1-4 |29-8 | 8-6 |10-1 5-2 
Scottish Provident ... | 6-9 [32-2 56; 3:1 2-1 113-3 |11-9 |15-6 | 9:3 
Scottish Temperance... | 22-4 | 7-7 4:8 1-1 3-2 |19-3 |20-3 | 8-4] 12°8 
Scottish Widows ...... | 15-2 |21-7 5-1 6-7 0-2 [18-2 }16-3 [12-2 4-4 
Standard ...... wewe | 14-3 [19-4 6-6 0:4 2-9 |27:°9| 9-O 115-8] 3-7 
United Kingdom ...... | 27-4 j11-3 | 8-1 | 0-6 2:1 | 9-6 | 7-1 |14-2 | 19-6 
Average ...... | 20-9 |I4-1 | 5-8 | 27) 1:8 20-6 [11-6 |12-2 [10-3 
Proprietary Offices | 
Clerical, Medical and 
General ...... 46-0 | 2-4 6-1 0-9 0-4 |12-3 | 2-0 | 3-9 | 26-0 
Equity and Law ...... | 36-5 | 7°5 3-7} 0-6] O-9 [11-1 | 7-9 [16-7 | 15-1 
Scottish Life ...... 17:3 }14°5 4:7 0-1 1-0 (26-1 |22-0 |10°5 3:8 
Meackenssaasvembe +. | 27-8 124-8 9-5 3-4 1:8 }24-7} 1-0 1°5 5 5 
Average ...... | 31-9 [12-3 | 6-0] 1-3] 1-0 18-6 | 8-2 | 8:1 12°6 
Industrial-cum- | 
Ordinary Offices 
SED Sesnscncoscinn 18-8 |19-0} 11-3 4:2 2-8} 9-0 | 8-0 |17-2 9:7 
[er 6-0 |29°8 | 13-5 5-4 2-8 |14-8 | 7-5 j11-+7 8°5 
Provident Association | 54-1 | 4:5 | 20-1 9:0} 5:5] 3-7| 0-2] 0-2] 27 
Prudential ............ | 13-8 {23-7 5:1 2:4 1-4 17-0 | 8-8 |12-3 | 15:5 
BNI dnccnsaioianancnas 15-0 |36-5 | 6-8] 2-6] 1-0 |20-4 [11-4] 0-7] 56 
Wesleyan and General | 34-1 {18-2 6°5 8-7 3-1 |12-8 | 6-2 10-4 
Average ...... | 23-6 (22-0 | 10:5 | 5-4] 2-8 |13-0 0 7:0 | 87 
Composite O ffices od 
EE eivsntaedinti 30-5 |17-4 5-7 8-9 | 0-8 |23-4 |] 7-2] 4:9 | 6-4 
ee : $1-8 | 5-0 9-9 0-9 2:3 |18-4 | 6-0 | 9-2 | 16°9 
British Equitable ... | 23-5 |15-5 7°5 Se | 5-1 {16-7 | 7-1 | 4-1 | 15-4 
Caledonian ............ | 15°7 [23-7 | 5-1] 2-5] 0-8 {18-5 | 9-8 |13-3 | 10-6 
Commercial Union . 26-2 |27°1 4-9 9-0 | 1-1 116-4) 7-5 | 5-2 2 
Eagle Star .......... 20-2 [26-1 | 1-0] 1-6 | 0-4 |13-7 [13-1 }10°5 13-4 
SEL, wind suavess 31-6 | 4-2 4°6 3-6 | 0-4 |22-7 |13-3 |12 0) 7°6 
Law Union and Rock | 33-4 |20-6 | 11-2] 1-1 | 2-1 [11-3 [10-7] 3-1] 6:5 
Legal and General ... | 32-4 |16-0 | 3-4) 6-8 1:0 | 8-9 | 4-5 | 8-5 | 18 9 
London Assurance ... | 20-7 |15:7| 4:2] 2-4] 0:8 30-0 9317-6] 93 
North British and | | | 4 
Mercantile ......... 21-7 |26-5| 10-2] 6-3] 1:8 |17-4| 4:9] 6-0) 5:4 
6 Sas acee 19-1 |20-4 |] 11-1 | 3-9] 4-4 |24-7| 8-8 | 2-1] 55 
Royal Exchange ...... | 16-4 13-1 7-3] 2-4] 1-2 [20-1 | 5-4 | 7-0 | 18-1 
Average ...... 24-9 17-8 | 66] 3-8] 1-7 CONC 
Average of all Offices | 23-9 116-4 | 69| 3:31 18 188 9°4 Q-2 | 10:3 
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whatever kind must sooner or later reach the Exchequer, in 
the present condition of the capital market. Nevertheless, 
the offices’ holdings of British Government securities un- 
doubtedly increased in nominal value last year, and the 
small decline shown in the table was due to the fall in 
market values. Since December, holdings have increased sub- 
stantially. It is interesting to note that the group “ Rever- 
sionary interests, properties and other assets” was larger 
at the end of 1939 than a year earlier, partly because more 
cash was held for subsequent investment and was no doubt 
intended mainly for Government loans, Properties, included 


Net RATES OF INTEREST 


Life and Annuity Funds (including Reversions) 


Company 1938 1939 

Mutual Offices :— £4, @: f°“ '¢, 
INNS alias s Sena Sin Aaa SAAS NRAT ESOS 4 010 346.3 
Friends’ Provident and Century ...... 316 9 Si 5 
edie th cance ec andaaennaee $35 06 310 11 
BRSENO GG GSOMETEL. ......ccccccccccccccees Se ? 2 a i 
IE NNN So ccancesccucssccesstecess 43 6 > 37% 
Dosti POVIGORE ..00....ccccvcvccccscees 410 315 O 
TENOR cicscsndorcescccssnssvetes 42 8 318 0 
re 447 $15 2 
SE NOEIED.  oacccsnscccccceccseusens é,@ & 314 3 
I ED cin sacespssceceneanetue 318 0 oe 
BOOUEE BHOVNOINE occ cccccccccccccessceees 315 0 3 ii 6 
Scottish Temperance ........ccccccesseose 319 6 3i3 0 
I I 3s. o cinncsceahseackiaceonees 4 1 6 315 7 
os Sah et eee ee geeky vakaae 414 2 411 7 
United Kingdom Provident ............ 416 314 2 
41 0 3315 5 

Proprietary Offices :— 
Clerical, Medical and General ......... 3 16 3 13 10 
SE MUME-RAMIN seas sensssvcdccvesséeeneces 4 8 0 316 3 
EE 05.5 cvs aunnnsausnccevetboases & 2 2 3 18 10 
EE, Von. a5 so giedsaeanduecses coudanauauwans 318 O 313 0 
4 1 2 315 6 


ee ee ee er en ee en ee 


A SCHEME FOR BUYING 
WAR LOAN (NEXT ISSUE) 
BY INSTALMENTS 


@ Y ou may start now to save a Monthly 
Payment of Two, Five or Ten Guineas 
to secure War Loan of the next issue 
—for which the Society will apply 


when the issue is announced. 


@ This War Loan will be held by the 
Society until your monthly payments 
cease—at the end of 15 years or on 
death within that period. For 
Civilians the Scheme provides full 
cover against War Risks (except while 
engaging in aviation) within the 

land limits of Great Britain and 

Northern Ireland. 
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EN »LIFE ASSURANCE SOCIETY 


Established 1844 


Ms 


20, LINCOLN’S INN FIELDS, LONDON, W.C.2 


Telephone: Holborn 7612 
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Company 1938 1939 
Industrial-cum-Ordinary Offices :— axa: £ aa. 
ME oicus ene vadtatietocer stile cece acs ede 4 210 ee 
CO is oc cdcccsneveniciscitvenncacens 33 3 310 4 
UNE Se devsddiiiasiiedecdscaectsseddedescdveas 419 316 8 
Provident Association ................0.005 312:°5 Ong 
DN inisuniladhdisecnennnantioedstoness 444 317 3 
sighed aires Lass stapes cbasicdc cocerues 319 5 aan. 7 
Wesleyan and General .................. 337.2 2 i-.3 


23 3 3333 


Composite Offices :— 


a a a 3 9 8 52 4 
I itsei ei ainsi cha secacesbenanbiaies ' 3° 2 316 3 
i te 4 0 9 318 8 
0 re 318 2 314 0 
PN os ca citavecaciacdcceanece Shi 4 39 2 
asec vas cs chicnwcen 316 8 312 8 
COOMIOTCIAE TIMIOR ........ccccccscccoscecs 314 4 73s 3 
MM So cab iu. duscssanadessessiesscsedate a 314 2 
De S 87 33 3:15 0 
a sd ouabain 3 313-9 3 ii @ 
Law, Union and Rock _...............00. >3i 7 3 9 @ 
WL egal GAG Gamera) q........ccccccccccscces 42 8 41 3 
Liverpool and London and Globe 316 0 310 4 
London and Scottish ..................00 429 317 ll 
LOMGOR PGGUMOMCE  oocc.ccccccccscccccccces 314 8 311 8 
North British and Mercantile ......... 3 8 6 32 3 
Pe er cdnaccadluasescdcsanesbec<ctasceus 317 4 3 910 
i as 3h § 3%) 8 
oa richidulia nti nWadedie@ensnaraedsscsene > to i 3a, 8 
FROGS SIINI  onccccccccccsccsccccnccsces 335 3 3 6h 
Scottish Union and National ............ 315 6 3-@°9 
(Ee & 2 318 0O 
316 7 312 0 

Average of British Offices ......... 318 9 314 7 


* Excluding Reversions. 
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ASSURANCE CO. LTD. 


ESTABLISHED 1808 


HEAD OFFICE: 92, CHEAPSIDE, LONDON, E.C.2 





* Let Atlas carry the burden ”’ 
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in this same group, had, of course, lost much of their invest- 
ment attraction owing to the risk of damage from air attack 
and the limitations of the Government scheme of com- 
pensation. 

For the majority of offices except the industrial-cum- 
ordinary companies; loans on policies declined. This was 
the result of the repayment of loans under a large number 
of 15-year single-premium endowment policies effected in 
1924 which matured last year. These policies were taken 





out for the purpose of avoiding tax on the premium pay- 
ments, loans then being raised to practically the whole 
amount of the premiums, but the practice has for some time 
been prohibited. The repayment of such loans during 1939 
coincides with the maturity of the policies. There has, for- 
tunately, been no rush for loans on policies by the public, 
but, apart from the special factor of 15-year borrowing, 
some increase in loans against policies might have been 
expected last year. 


Fire Insurance 


FirE insurance is no doubt less obviously affected by war 
than the other branches of the business. The fire manager 
is spared such conspicuous difficulties as are created for the 
actuary by the reduced net rate of interest; he need not con- 
cern himself, as his colleague in the motor department must, 
with a serious decline in the volume of business; unlike the 
marine underwriter, he does not transact war risk insurance 


FIRE—GENERAL RESULTS, 1935-39—22 COMPANIES 








with its many attendant liabilities and difficulties. Neverthe- 
less, the effects of war on fire insurance are substantial. Even 
the first four months of hostilities left their mark upon the 
companies’ published results for the year 1939. Though the 
fire department presents no single outstanding problem as in 
the other departments of the business, difficulties are 
accumulating fast enough with the progress of the war. 

















1935 1936 1937 | 1938 1939 
Percentage Percentage Percentage Percentage Percentage 
Amount of Amount ° Amount of Amount of Amount of 
Premiums Premiums Premiums Premiums Premiums 
£ l £ | t 
SID’ incassnssvcenakionn ; ‘ .. | 17,543,429 40-0 18,208,169 41-8 17,704,138 39-9 | 18,571,498 42:3 18,726,549 42-6 
Commission .......... 8,889,005 20-3 8,834,750 20-3 8,988,349 20-3 8,986,126 20-4 9,023,802 20°5 
OO RE . | 11,988,897 | 27-3 11,970,896 27-5 12,202,476 27-5 12,241,621 27°9 12,302,249 28-0 
Increase in unexpired risks reserves...... | — 63,937 | — 0-1 — 85,270 — 0-2 316,933 0:7 | — 213,555 — O-8 ao: eit 
_ | eee 5,458,580 | 12-5 4,637,220 10-6 5,144,075 11-6 | 4,368,160 9-9 3,936,768 8-9 
Premiums 43,815,974 | 100 43,565,765 100 | 44,355,971 | 100 | 43,953,850 100 43,989,004 100 
Note.—In computing the 1939 results, unexpired risks reserves have been taken on the bases adopted by individual companies; in previous years the reserve 
for all companies was adjusted to a basis of 40 per cent. of premiums. The figures include those of all companies shown in the large table on page 90, with the 


exception of the Pearl and the addition of the Century. 
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Assurance Company, Ltd. 
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BRITANNIC 
ASSURANCE CO. LTD. 
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The Britannic Assurance Company 
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In the home field it is already apparent that the movement 
of prices is to the benefit of the fire insurer, since it leads 
sooner or later to a revision of the insured value of stocks, 
and thus to a higher premium income, which is only par- 
tially offset by the increase in claims payments. Provided 
that the policy of combating any inflationary price-rise is 
successful, it would be a mistake to expect such a spectacular 
increase in insurable values as took place during and after 
the last war, when premiums rose by 44 per cent. between 
1914 and 1918 and by 103 per cent. between 1914 and 1920. 
But, on the other hand, the advance in prices during the first 
ten months of war already amounted to 37 per cent. at whole- 
sale and 17 per cent. at retail. The companies have not been 
slow in pointing out to insured, that in times of such sub- 
stantial price movements it is desirable that they should 
keep themselves fully covered by a periodical revision of 
insured values. One beneficial consequence of the scheme for 
the compulsory insurance of stocks against war risks may 
be that the necessity for an adequate cover under that scheme 
has led many to bring their values up to date for fire 
insurance purposes also. 

While, however, the movement of prices will, on the whole, 
bring advantage to the companies, regard must also be had 
to movements in the aggregate volume of insurable goods 
in the country, for these movements may well offset any 
upward trend in the unit prices of commodities. Probably, 
the volume of insurable goods—which is not the same thing 
as production in general—will decline as the war effort 
intensifies. The partial restrictions on luxury and semi- 
luxury goods will limit total insurable values in the highly- 
priced categories, and there will probably be a simultaneous 
decline in the total values of low-priced necessaries, though 
this should be much less marked. As industrial production 
becomes increasingly confined to the war industries a greater 
proportion of our resources will be in the form of uninsur- 
ables—in such things as munitions, aircraft, guns and the 
like. To the extent to which this process is carried, the normal 
scope for fire insurance will be reduced. 

This last consideration admittedly demands an addendum. 
The Government made special provision early this year by 
which stocks of commodities held by the Ministries of Food 
and Supply were to be covered in the insurance market, 
instead of being self-insured as was the practice with State 
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property before the war. The decision removed anxiety which 
had been felt by the companies, for the quantities of food- 
stuffs and raw materials passing into the control of the two 
Ministries have been very large. But there is nevertheless an 
inevitable increase in the uninsured implements and acces- 
sories of war. 

In the foreign field, the war has brought, at best, inter- 
ruptions and disturbances to the flow of fire insurance busi- 
ness; at worst, it has meant in many countries the complete 
cessation of underwriting. Difficulties of communication by 
telegraph or letter, the exigencies of the censorship, the 
practical impossibility of travel, are impediments of general 
application which have taken their toll on premium income. 
But they are of small significance beside the rupture of in- 
surance and reinsurance relationships with the markets of 
Germany, France, Belgium, Holland, Scandinavia and Italy, 
which were previously of considerable aggregate importance. 
In other European countries a parallel decline in business 
occurred as the war and near-war zone widened. In addition, 
war has meant in practically every country of the world an 
accentuation of that economic nationalism which had been in 
progress during preceding years, with unwelcome effects 
upon the international insurance business. 

In view of the considerations outlined, the fact that a 
very small increase occurred in fire premiums last year (as 
may be seen from the table on page 88) is distinctly 
encouraging, though it probably means that during the early 
months of war the rise in prices was of most importance 
among the various factors mentioned above, while the more 
specific war effects were delayed in operation. 

Fire claims, as the table shows, increased during the year, 
both as an absolute figure and as a percentage of premiums. 
Rising prices clearly accounted for a large part of the 
advance in the absolute total, but they explain the increase 
in the ratio of claims to premiums only to the extent that 
higher prices are taken into account in fire loss payments 
before they are recorded in insured values. Another important 
reason for the higher claims ratio, however, was the greater 
intensity at which industry was working in this country— 
a factor to be borne in mind by insurance executives in the 
present acceleration of war production. Overtime, night- 
work, over-heated machines, postponement of repairs and 
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MUTUAL INSURANCE 
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renovation in the factories—these and similar related causes 
have invariably produced a greater incidence of fires. Nor 
has the increase in claims been confined to industrial risks. 
Many companies have suffered an increase in fire losses on 
what are known as the “simple” risks, of which dwelling 
houses are the main type. This experience is due to such 
factors as the “ black-out” and the evacuation from the 
danger areas, which has left houses unoccupied. On the other 
hand, one factor which has been of general significance in 
limiting the upward movement of fire claims, namely, the 
expansion in fire-fighting equipment and trained personnel, 
deserves mention. At the present time, it should be more than 
ever appreciated that the cost of fires is waste from the 
national point of view, and everything possible should be 
done to reduce the scale of this loss of the country’s economic 
resources. 

Fire claims abroad also increased last year, and the trend 
has continued during this year to date. Thus, in the important 
American field, claims increased substantially, as the figures 


Accident 


ACCIDENT business is commonly regarded as the Cinderella 
of insurance, even though it now produces a premium in- 
come outstripping that of the fire department. No doubt this 
is partly due to the fact that as new types of insurance 
business have arisen during the present century they have 
been grouped under the generic term “ accident,” so that 
this department now transacts a rather miscellaneous collec- 
tion of insurance business—motor, workmen’s compensation, 
personal accident, public liability, burglary, fidelity 
guarantee, plate glass and so on, But it must also be ascribed 
to the failure of the most important of these new branches, 
namely motor insurance, to consolidate itself in such a way 
that wide fluctuations in the annual results were eliminated 
or even a small profit margin over a period of years assured. 
Workmen’s compensation insurance, in which such wide 
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quoted on page 81 show. Nevertheless, the United States 
continues to provide a profitable field for the British com- 
panies, even in the face of other difficulties with which they 
are confronted there. 

These difficulties concern, in the main, the level of ex- 
penses. They are by no means exclusive to the United States, 
though very much in evidence there. Everywhere the level of 
taxation is rising, and in no country more than Great Britain, 
Increases in this and other items of expense, of which salaries 
are perhaps the most important, apply to all branches of 
insurance. Special attention should, however, be drawn to 
the additional work which has been performed by the fire 
insurance companies in administering the war risks insurance 
scheme for stocks. Their direct expenses are being borne by 
the Government, but in many directions some uncompen- 
sated costs are likely to be incurred. Their work as agents for 
the Government has involved many of the companies in con- 
siderable dislocations in their office arrangements, though 
they are willingly bearing the burden placed upon them. 


Insurance 


fluctuations might be avoided, has been subjected to an over- 
riding limitation upon profits, by which the companies are 
not allowed to exceed a total of 324 per cent. of premiums 
for all expenses and profits combined. In consequence of this 
restriction, and of the uncertain prospect for workmen’s 
compensation business arising from new legislation, this 
category of accident insurance, though at present the next in 
importance after the motor branch, could never be expected 
to occupy more than a subsidiary place as a revenue pro- 
ducer. 

The war came, therefore, at a time when accident insur- 
ance had hardly reached full maturity or stability and it 
constituted the sharpest shock among a series from which 
the business had suffered in recent years. In the case of 
motor insurance the complete dependence upon one type 
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1935 1936 1937 1938 1939 
Percentage Percentage Percentage 
Amount ne of Amount of Amount of 
of Premiums Premiums Premiums 
£ £ £ 
29,825,749 62-1 $1,511,812 be-4 31,157,368 63-2 
9,781,126 18-1 10,747,282 17-9 10,497,531 17°9 
11,462,250 21-1 13,389,088 22-8 13,428,287 23-0 
803,552 3°65 429,582 0-7 Dr.416,119 0-7 
2,373,656 5-2 4,049,487 67 3,843,668 6-6 
PUREED excpneccsecqecgpcencovenens 54,246,335 56,613,560 60,175,655 100 60, 127, 251 100 58,510,735 100 
Note :—In computing the 1939 results, unexpired risk reserves have been taken on the bases ack ened. by the indivi lual il companies; in previous years the 
figures of all companies were adjusted to a basis of 40 per cent. of premiums. The figures include those of all companies shown in the table below with the 
exception of the Pearl and Royal Exchange and the addition of the Motor Union and Century. 
UNDERWRITING RESULTS—22 OFFICES 
| Fire | Accident | Marine Total Underwriting Depts. 
Office -—— —— os ——— aa —_—_— 
| Premiums Profit | Premiums Profit and Premiums Profit Premiums Profit 
; £ \ £ | oe... 6 ee 
ID... caciguietnenibebapcuninmnbaemeineeel 2,196,409 425,763 1,371,640 108,2 sats 572 | 17,661 4,150,621 551,676 
SD senngneemepemmprepeimecupeucainenrepeneenscenes 1,744,310 135,551 665,238 44, 156 186,128 30,000 2,595,676 
I oath ia hiv candebtadaedethnenbcn’ 684,680 45,989 568,358 23,767 | 121,847 7,500 1,374,885 
Re ee 5,369,373 362,613 8,182,396 451.054 896,228 75,000 14,447,997 
Eagle Star .... sara 841,682 60,842 2,412,676 139,455 426,900 25,000 3,681,258 
Employers’ Liability 395,429 25,017 5,877,197 203,327 Not tra/nsacted 6,272,626 
General Accident........ 747,244 182,270 8,420,967 312,104 207,136 Dr. 10,258 9,375,347 
IIL. saci ecthineetnahees 938,274 114,849 756,691 123,577 308,326 | 5,000 2,003,291 
Liverpool and London and Globe ...... 3,802,967 297,248 4,694,164 457,104 545,782 | 9,042,913 
DD i cinapeheeiapbinantaspesescsonipgesnees 2,201,186 148,057 1,458,942 159,878 997,660 | 50,000 4,657,788 
London and Lancashire..................... ‘ 2,844,207 267,695 2,468,152 104,711 1,672,007 140,628 6,984,366 
North British and Mercantile ............ : 3,281,079 303,208 1,378,222 150,853 397,574 | 40,000 5,056,875 
Northern jon ieonaneibene 1,987,088 95,035 1,824,170 146,247 886,892 4,698,150 
Norwich Union 1,808,699 136,008 1,607,674 136,766 333,778 3,750,151 
a i aac 1,058,413 Dr.128,685 595,336 Dr. 2,859 Not transacted 1,653,749 Dr. 
Phoenix ........ 2,768,159 201,780 3,781,822 330, 5074 908,316 | 7,458,297 
Prudential... Ba ee ee 993,853 28,682 1,443,899 121.487 123,068 20,620 | 2,560,820 
Royal ..... peaiesenatnsipbastanonesnsbey 5,440,863 501,883 6,042,399 558,391 1,241,243 82,706 12,724,505 By 
Royal Exchange .........-.ccs0cscesceeseeseees 1,442,947 147,451 1,200,109 119.627 397,159 | Dr. 17,930 3:040,"15 249,148 
inal i cokseteenen : 961,132 77,725 366,522 Dr. 97,132 494,710 1,822,364 Dr. 19,407 
SNL TTe Tal tiiiiunsshenesapeeseaneneninerereeventie’ 2,286,550 270,733 1,931,673 127,291 652,465 50,000 4,870,688 448,024 
I os cvacciicstichcatesseciavcohtortt 928,066 98,602 1,470,742 94,502 494,067 10,000 2,892,875 203,104 
44,722,610 3,798, 316 58,518 989 3, 812 632 11,873, 858 | 525,927 115, 115, 457 8,136,875 
a ected Ete —— 
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of “risk” was an unfortunate circumstance, for it was pre- 
cisely motor traffic which felt the earliest and most severe 
restrictions of the war. Petrol was rationed, there were suc- 
cessive increases in its price, the rate of horse-power tax was 
raised and the production of motor cars for non-war pur- 
poses was Curtailed. Some motorists, whose incomes had been 
severely affected by war conditions, economised upon the 
most important luxury in their budgets, the family car, 
though a majority continued to license their cars. The black- 
out produced terrors for the nervous driver which drove 
him off the roads. In consequence, registrations of cars fell 
off drastically and, with them, the level of the companies’ 
remium incomes. The fall in premiums is certainly not so 
marked in the 1939 accounts of the companies as many had 
expected. This is largely because the decline was limited, as 
far as 1939 was concerned, through the concession granted by 
insurers for the extension of policies by a pro rata premium 
up to the end of the year. No such step is likely to produce 
much result in 1940 and, in any case, the rates of premium 
are hardly sufficient to justify the granting of concessions 
by the companies. It may be noted that some benefit will 
accrue to them in premium income from the arrangement 
whereby the insurance companies cover cars requisitioned 
by local authorities for full-time or whole-time war use, 
though it is too early to say whether this particular business 
is likely to yield profits. But there will undoubtedly be a very 
pronounced decline in total premiums for 1940. It will be 
emphasised by the very drastic reductions in United States 
motor premium rates effected in 1939. 

Some consolation for this reduction in business may per- 
haps be found in the thought that when a particular line 
of business is unprofitable, restriction of the scale of trading 
is sometimes the only remedy. A number of companies, 
though by no means all, had found it impossible to make a 
profit on this class of business. Now that the war has 
accentuated the claims ratio, such companies should not 
find a reduction in the volume of insurances altogether un- 
welcome. Before the war, the most noteworthy feature in 
the high cost of loss settlements was the large awards made 
under third party liability claims by the Courts, which the 
companies had also to follow when payments were made 
without recourse to law. At the same time, the extension of 
the motorist’s liability, and that of his insurer, was pushed 
to extreme lengths by various legal judgments. Recently, 
however, the reversal by the Court of Appeal of a decision 
in Digby v. General Accident Fire and Life Assurance (more 
popularly known as the “ Merle Oberon” case) has perhaps 
limited this process. In this case, it had been decided by the 
lower Court that the employer was entitled to recover 
damages from her chauffeur for negligence in a motor acci- 
dent and that the chauffeur could then recover such damages 
under the third party liability cover contained in a motor 
policy. The quashing of this decision may perhaps indicate 
that motor insurance will no longer be regarded as a limitless 
source for “ damages” arising from motor accidents. 

The black-out has naturally increased the danger of 
accidents. Even though the reduction in the number of 
vehicles on the roads may reduce the total of accidents, 
their incidence in relation to the number of vehicles is bound 
to be greater. At the same time, the higher cost of repairs, 
as in marine insurance, raises the claims ratio, for the main 
factor in the rating of vehicles for insurance purposes is 
horse power, value being only a secondary consideration. 
Premiums do not, therefore, move in step with values, while 
repair costs continue to mount with the growing scarcity 
of labour and materials. Thus in these several directions the 
war has raised still further a level of claims which was 
already high. Only in one respect has it produced a factor 
operating in the contrary direction, and that, though inter- 
esting, is of limited significance. The exaggeration of pay- 
ments under liability claims, to which the decision already 
discussed sets one limit, has been limited further by the 
ruling of the courts that settlements under claims for loss 
of expectation of life shall take account of the lower average 
duration of life which may be expected to be a consequence 
of the war. 


In the other main category of accident insurance, work- 
men’s compensation, certain of the effects of the war are 
more favourable. The amount of business and the premiums 
it produces are both increasing in pronounced degree. 
There is a direct correlation between the volume of em- 
ployment and the size of pay-rolls, on the one hand, and the 
Premiums under workmen’s compensation policies, on the 
other hand. Yet it is necessary to remember that the number 
of claims and their cost is bound to increase greatly with 
the intensification of industrial production. 

Liability to industrial accidents is largely a product of 
fatigue, and long shifts, or a seven-day week, night work and 
other sirnilar measures for the acceleration of output will 
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increase the number of slight mishaps and serious accidents 
alike. The over-working of machines and use of semi-skilled 
labour tend in the same direction. Claims will undoubtedly 
advance substantially, therefore, though malingering—an im- 
portant cause of high claims ratios—should diminish in pre- 
sent circumstances. 

There were, of course, uncertainties in the position of 
workmen’s compensation business as it existed before Sep- 
tember last which the war has not removed. Certainly the 
Royal Commission on Workmen’s Compensation is not now 
expected to report until after the war, but quite far-reaching 
legislation will certainly ante-date the report. Already, 
pre-war tendencies towards a growth in compensation pay- 
ments—which were then seen mainly in the growth of 
common-law claims—have been reinforced by war condi- 
tions. They were in fact, incorporated in a Bill recently in- 
troduced which would have raised payments for married men 
retrospectively to 1924. The insurance companies had agreed 
not to raise premiums to offset the increased compensation 
payments for which they would be liable, and the signifi- 
cance of this can be seen in the fact that the Bill would have 
cost industrialists about £2,000,000 per annum, a large part 
of which would have been recoverable from insurers. This 
first Bill was withdrawn, but apparently only because it did 
not go far enough in raising benefits, and the revised measure, 
introduced a week ago, provides for more generous supple- 
mentary allowances to workmen and their dependants. 

Most of the smaller categories of accident insurance pro- 
duced profits in 1939, but there were none of them that did 
not reveal the effects of the war. Burglary claims were con- 
siderably higher, as a result of the evacuation of premises and 
the black-out, so that the “ accident-end ” of comprehensive 
household policies produced a smaller profit margin for the 
companies. Similarly, claims under personal accident and 
public liability insurances were higher, for the black- 
out and sand-bagged pavements produced many minor 
injuries. These same factors, however, led to many inquiries 
for insurance cover and the volume of business rose. In 
engineering insurance, a very profitable branch, the great de- 
velopment of factories on war work caused a substantial 
growth in the number of policies, and this tendency is likely 
to go further as the war effort is intensified. 
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Delays in Production 


F we are to win the fight for our existence as a free nation 

we must engage in it all our manpower, all our plant and 
machinery, and all our overseas resources, save that part of 
them which is absolutely necessary to maintain the population 
in good health. The example of France, unhappy, impover- 
ished, starving and writhing under the Nazi heel, is surely 
sufficient to remove any remaining hesitancy or opposition 
to a temporary, but complete, subordination of all private 
or sectional considerations, whether they be material or 
political, to the common interest, and to impel us to make 
a gigantic effort. Nothing less will do. Unfortunately, after 
ample warning and ten months of war, we have neither 
transferred anything like all our potential resources to the 
war, nor are we using those that have been transferred as 
efficiently as possible. The rate of increase in our striking 
and staying power, in spite of the acceleration since May, 
is still much too slow, both in relation to our capacity and to 
our needs. 

The rate at which resources of men and machinery are 
transferred from civil to war purposes must be speeded up, 
not haphazardly as hitherto, but decisively and rapidly, and 
in accordance with a definite plan. The provision of goods 
and services to the civil population must be guided by the 
principle that everything that is not essential to the main- 
tenance of its health and efficiency must be devoted to the 
war. The nutrition experts have ample data concerning the 
nature and quantity of the food necessary to the population. 
All fancy foods, especially if they are imported, must dis- 
appear. And the basic ration will almost certainly be smaller, 
and probabiy better balanced, than that to which we have 
become accustomed. Even now, the volume of retail sales of 
food and perishable articles, though lower than last year, is 
still appreciably higher than a few years ago. An adjustment 
of the Bank of England’s returns of the value of retail sales 
of foods and perishable articles for changes in prices shows 
that the volume of sales from January to May, 1940, while 
104 per cent. lower than a year ago, was still 134 per cent. 
higher than in the corresponding period of 1932. The figure 
for May alone was 11 per cent. lower than in 1939, but 22 
per cent. higher than in 1932. 

Nor should it be difficult to estimate the population's 
needs in clothing and other essential durable goods. In this 
category of goods there is very considerable scope for saving, 
by a reduction in production and by standardisation. The 
allocation of raw materials for clothing purposes has already 
been reduced. Wool has been rationed at the raw material 
end, while sales of cotton, rayon and linen are controllec as 
the goods pass from the wholesaler to the retailer. Hitherto, 
however, allocations have not been reduced drastically 
enough. Thus, sales of cotton and rayon piece-goods to re- 
tailers during the 54 months ended on September 30th have 
only been reduced to 75 per cent. of those made during the 
six months ended on September 30th last year, though 
more drastic limitations will be enforced from October Ist. 

Finally, there is a big category of durable goods, the pro- 
duction of which for civil consumption can be stopped 
altogether, at least temporarily,. either because they are un- 
essential or available in sufficient quantities. The construction 
of private houses, one of the most important items in this 
category, was virtually and rightly arrested after the outbreak 
of war, for there is sufficient housing accommodation in this 
country to prevent a deterioration in the public’s health, even 
if substantial transfers become necessary; in case of large- 
scale destruction through air raids, it may, however, become 
necessary to devote some of our resources to essential repairs. 
Similarly, the production of goods such as gramophones, 
cameras, vacuum cleaners, jewellery and ornaments for civil 
use could, as soon as the labour now employed in them 
can be used elsewhere, be discontinued altogether for a period 
without causing any harm to the population. In any case, 
these commodities could still be purchased in the second- 





hand market, for existing stocks are substantial. For the 
period from June 6th to November 30th, retailers have been 
ordered to cut their purchases of some of these durable 
luxury goods by only one-third (by value) of those made 
during the six months ended November 30, 1939, but sales 
of new private cars are to be discontinued from July 20th, 
while new goods vehicles can in future only be purchased 
with a licence from the Ministry of Transport. But as there 
are some 2,000,000 private cars and about 500,000 goods 
vehicles in the country, this restriction is unlikely to cause 
hardship. 

Such a curtailment of consumption, accompanied by a 
simplification of the distribution machinery, would set free 
substantial resources of men, plant and raw materials. Its 
enforcement has been delayed far too long, partly because 
discussion centred on the financial rather than on the quan- 
titative aspect. The only relevant considerations are that total 
production and imports for civil consumption should be con- 
fined to essential commodities by quantitative limitation 
and that they should be distributed fairly among the popu- 
lation. The method or methods employed to ensure a fair 
measure of equality of distribution matter relatively little, 
though common sense should dictate the selection of those 
which are most efficient and most acceptable to the bulk of 
the population. 

Even more urgent than the setting-free of resources for 
war purposes is their efficient utilisation. There is still far 
too much anxiety, among industrialists and trade unions, 
about the temporary sacrifice of pre-war standards and privi- 
leges. If we lose the war, these will go by the board anyhow. 
Some industrialists are still far too anxious to continue 
supplying civil requirements or to obstruct new entrants into 
their field, though many others are clamouring for war work. 
These obstacles to an increase in the output of munitions 
must be removed, and removed speedily. Similarly, although 
the trade unions have accepted dilution in principle, its 
application is far too slow owing to the cumbersome pro- 
cedure adopted. Whereas provision should now be made for 
the future needs of skilled labour in the munitions factories 
by the intake of a large number of trainees, the unions con- 
cerned are still slow to consent to dilution in particular cases 
except where it can be definitely proved that a job cannot be 
completed in time without additional labour, and then only 
after having satisfied themselves that the required labour 
cannot be transferred from some other industry or locality. 
It is difficult, therefore, to provide in advance for the large- 
scale recruitment that will surely be necessary. 

Again, the full utilisation of available human and material 
resources is prevented by the failure to adapt our methods to 
wartime needs. There is, first of all, far too much delay in 
reaching decisions, due partly to the committee system in 
Government Departments. This defect has at last been 
recognised, for a week ago Mr Attlee circulated directions 
which the Prime Minister has issued to all departments, urg- 
ing the need for speed in decision. It is hoped that Mr 
Churchill’s exhortation will speed up the formulation of 
programmes once general policy has been laid down by the 
Cabinet, the decision on the types and quantities of the 
equipment required, and the placing of contracts. 

Secondly, there is the need for a change in the method of 
placing contracts by Government Departments. Far too many 
of these are still let out on tender. In normal circumstances, 
the placing of contracts by tender is an excellent method of 
keeping expenditure down to the minimum. But even before 
the war this method had lost part of its effectiveness owing 
to the existence of rings. Now, however, the delay caused by 
tendering is no longer justified, for not only have the Gov- 
ernment’s accountants access to the books of the manufac- 
turers, but the profits of all public concerns are subject 
to E.P.T. at 100 per cent. The delay is frequently substantial. 
Moreover, by this method of placing contracts, a mamu- 
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facturer cannot be sure of securing a repeat order. As a result, 
he is often unable to arrange in time for the continuity of 
production by making provision for the necessary raw 
materials and labour. 

Thirdly, much could be done to speed up production by 
the standardisation and simplification of design and by the 
adaptation of specifications to the types of raw materials, 
machinery and labour that are actually available. Quality is as 
important as ever, and there should be no reduction in the 
time and money spent on research. But in certain cases it 
should be possible to achieve a better balance between quality 
and quantity. Moreover, special attention should be paid to 
the simplification of designs and specifications. The weight 
of metal or of any other material employed for all types of 
equipment could, and should, be reduced to the quantity 
absolutely necessary; specifications should be worked out 
with reference to the type of machinery and materials avail- 
able for production after consultation with industrialists 
rather than behind the closed doors of a Government Depart- 
ment. Further, much could be achieved by the standardisa- 
tion of specifications. For example, existing inter-Service 
differences in the specifications for equipment serving similar 
purposes should be eliminated as speedily as possible, and no 
question of prestige should be allowed to arise. This will 
not only make for greater output, but it will also facilitate 
interchangeability. It is difficult to see, for example, why the 
towing gear employed by the Army and Air Force should 
be different; the only result is that interchange is rendered 
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impossible, an anachronism which, in certain circumstances, 
may have serious consequences. 

Fourthly, a good deal of delay has been caused in the pro- 
duction of the more complicated munitions by the fact that 
certain parts of a given equipment are not available in time. 
This is a matter of organisation which it should not be diffi- 
cult to solve more satisfactorily. If a manufacturer should 
try to insist on producing himself the whole requirements 
of a certain component when, in fact, he is not in a position 
to do so, other concerns should be brought in. 

Lastly, in spite of the efforts made since last May, far too 
much industrial capacity remains unutilised. It has been 
suggested that the solution of this problem would be facili- 
tated by the creation of “ capacity” exchanges, which, like 
the labour exchanges, would relate supply to demand more 
efficiently. These exchanges would be operated by local 
panels, which would be under the authority of a committee of 
the Production Council through a central capacity panel. 
Some such machinery would assist in bringing idle capacity 
into production more speedily, and it would help to correct 
the present anomaly, whereby some plants have far too many 
orders on hand, while others have little to do. 

There are other delays in production. In the main, how- 
ever, most of them could be overcome by changes in organisa- 
tion methods and by the simplification of procedure. Taken 
together they tend to hold down production considerably. 
Their swift elimination is vital and would assist the transfer 
of additional resources from civil to war purposes. 


Finance and Banking 


Exchange Control at Last 


The amended system of exchange regulations which 
came into operation on Thursday of this week marks the 
arrival in this country and the sterling area as a whole of 
really effective control of the exchange market. There may 
still be minor adjustments to the new system of clearing 
agreements, and other countries may be brought within their 
scope. But the essential outlines of the system are now finally 
drawn. The essential feature of the new Order in Council 
amending the Defence (Finance) Regulations is the canalis- 
ing of all transactions between the sterling area and the 
United States into the official exchange market. That has 
been achieved, not by an official payments agreement with the 
United States Government, but by arrangements with the 
American banks and the Federal Reserve authorities, whose 
ready co-operation must be gratefully acknowledged. All 
authorised payments between the sterling area and the United 
States of America will be made either in dollars or through 
sterling “‘ Registered Accounts,” which will be opened with 
United Kingdom banks in the names of American banks 
and possibly of large commercial enterprises. The conver- 
sion from dollars into these accounts and from them into 
dollars will be made at the official rates of exchange. Since 
no payments of “free” sterling will be made to residents 
in the United States, the market in free sterling in that 
country will rapidly vanish. For a time it will continue to 
be fed from the existing sterling balances of American banks, 
which are not to be blocked in any way, and which will be 
available for settling certain debts outstanding at the time 
when the new agreement came into force. But this fund of 
free sterling will be an emptying pool receiving no replen- 
ishment and before long the only rate quoted for sterling in 
New York will be the official rate. Similar arrangements have 
been made with Switzerland, the only other “hard cur- 
rency ” country; but under existing circumstances they are 
of minor importance. To round off the scheme, the chain 
of payments agreements with “ soft currency” countries 
is being rapidly completed. Such agreements based on the 
opening of “ Special Accounts” have already been negoti- 
ated with a number of countries of which the most impor- 
tant are Argentina, Brazil, Sweden and the Dutch and 
Belgian colonies. Others may be expected to follow rapidly 
now that the laggards have lost the only organised market 
in free sterling. 


* * * 


The Problems of Bilateralism 


The “ Registered” and “ Special” accounts technique 
is, of course, based on the strict bilateralism of the opera- 


tions it covers. Transfers will be allowed as between the 
“‘ Registered ” accounts of United States banks, but not as 
between the accounts of a United States and a Swiss bank. 
The same applies to the “ Special” accounts except in so 
far as provisions have been made in the payments agreements 
in question for using the sterling in these accounts to finance 
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other than bilateral trade. It may seem that the extension 
of this technique to cover virtually the whole of our exchange 
operations will involve the temporary dethronement of 
sterling from its position as an international currency. It 
must not be assumed, however, that each national group 
of Registered or Special accounts will constitute a self- 
contained and isolated entity available only for financing 
the direct trade between the country in question and the 
sterling area. Experience of the Anglo-Swedish agreement 
has already shown how the proceeds of British imports from 
Sweden could be used for financing Swedish imports from 
non-sterling countries. This element of multilateralism will 
in future be introduced by appropriate amendments to the 
Regulations governing each Special Account agreement. But 
for such intercommunication between the Special Account 
groups, the system now being instituted would bear all too 
close a resemblance to the ill-fated German Aski Mark system. 
Although, therefore, the Registered and Special Account 
technique necessarily implies the temporary disappearance of 
a homogeneous sterling free to be bought and sold in the 
exchange markets the world over, it bears within itself the 
seeds of a multilateral clearing system which will fit well 
into our present system of international trade. 


* * * 
Ensuring Rate Stability 


The main problem of the authorities will be to maintain 
the whole structure of these Registered and Special Accounts 
in reasonable balance, to allow them neither to accumulate 
unwieldy balances in sterling nor to become overdrawn. 
The most important aspect of this problem will be that 
concerned with the United States Registered Accounts. In 
this case, the balance is to be maintained by the readiness of 
the Bank of England, either in London or through the 
Federal Reserve Bank in New York, to repurchase such 
sterling against dollars at 4.024 or to sell sterling against 
dollars at 4.033. As long as the supply of gold and dollars 
lasts the problem of balancing these accounts will be easily 
solved. Not only will the sterling in the Registered Accounts 
be immediately convertible into dollars at the official rate, but 
arrangements are being made with various commodity mar- 
kets for instituting forward exchange facilities to which the 
same guarantees of conversion to and from dollars at the 
official rates will be extended. Trade between the sterling 
and dollar areas will therefore be free to develop undeterred 
by the uncertainties of exchange fluctuations. But to com- 
pare this conditional guarantee of exchange stability with the 
operation of the gold standard—when not even the United 
States is operating a true gold standard—is to stretch the 
simile beyond breaking point. To round off the exchange 
control, the new Regulations specify and penalise various 
forms of subtle evasion of the Regulations, and in particular 
the export of capital by way of “‘ compensation.” No one, for 
example, may arrange to pay the debt of an American in this 
country in return for the payment of dollars in America to a 
third party, even though it might appear that in such an 
operation “no money leaves this country.” In their latest 
form, the Defence Regulations providing for the control of 
sterling exchange constitute an instrument with which very 
little fault can be found. 


* * * 


Tighter Money 


A temporary spasm of stringency was felt by the money 
market this week. It was especially apparent during the morn- 
ing of Wednesday, when the rate for bond money from non- 
clearing banks was bid up to 14 per cent. The shortage of 
funds in the hands of the clearing banks was probably due 
to the combination of tax payments, public subscriptions to 
the new War Bonds, together with the delayed effect of 
last week’s Treasury deposit payments of £20 millions. The 
immediate impact of Treasury deposits has not been felt 
this week, as on Friday of last week the banks were informed 
that no deposits would be required this week. The amount 
so far collected from this source is £30 millions, of which the 
initial instalment was £10 millions. The Scottish banks were 
not called upon to participate in this first instalment as their 
individual quotas do not reach the stipulated minimum of 
£500,000 when the total amount asked for is as small as 
£10 millions. The Bank return issued this week provides 
adequate explanation of the somewhat tighter conditions 
which have developed. Bankers’ balances have fallen by 
£27,834,000 to £79,166,000, while the new deposits have 
helped to swell public deposits by £33,846,000 to 
£56,038,000. The fall in bankers’ deposits would have been 
even larger but for some Bank of England buying of bills 
from the clearing banks, which is reflected in a rise of 





£9,215,000 in Government securities. Since Treasury bill 
maturities in the hands of the banks and the market were 
concentrated in the latter part of the week, the short loan 
position is being gradually rectified. But as tax and War 
Bond payments are still coming in at a satisfactory pace, 
and as public deposits are at a high level, there should be 
comparatively little call upon bank deposits by the Treasury 
in the coming week. 


* * * 


Clearing Bank June Statements 


The June statements of the London Clearing Banks, 
which give the June 30th balance-sheet figures for each of the 
eleven banks, are inevitably distorted by the abnormal move- 
ments of funds which occur towards the close of each half- 
year. Since the beginning of the war this distortion has been 
increased by the delays of the wartime clearing machinery. 
This factor is evident in the expansion of cheques in course 
of collection and other transit items from £78,823,000 in 


(In £ millions) 


June, Feb., Mar., Apr., May, June, 
1939 1940 1940 1940 1940 1940 












































! 
Capital and reserves | 138-8 | 139-3| 139-3| 139-3] 130-3| 130-7 
Acceptances, etc. ... 124-7 | 117-5 119-2 120:1 120:2 123:2 
Notes in circulation 1-4 | 1-4 1:4 1-4 1-4 1-4 
Current, deposit and | | 
other accounts ... | 2,218-8 | 2,365 -6 | 2,363-°3 | 2,353 9 | 2,413-4 | 2,469 4 
Total liabilities | 2,483-7 | 2,623-8 | 2,623 -2 | 2,614-7 | 2,674-3 | 2,733°7 
i ctonahinicindiana’ 235-2 247-3 248°6 | 253-9; 257-0 | 269°6 
Cheques, balances, | | 
& items in transit 69:4 80-2 92:5 79°6 78°8 | 1233 
Money at call......... 149-8 149-1 | 141-5 153°4| 143-7] 166-1 
ERSGUEED Sosccccceses 248°6 | 353-1 | 335-7 | 338-4] 408:7| 3841 
Investments ......... 600-2 608 -6 611-2 | 617-6 |} 633-2 | 636°2 
Loans and advances 987-3 999-8 |1,006:2 | 983-4 964-3 962°5 
Investments in affili- 
ated banks ......... 24:2 23°5 23:5 | 23:5) 23-5 | 23:6 
ver for accept- | | 
ances, premises, &c. 169-0 162-2 164:°0 164°9 | 165-1 | 168°3 
appeared neneeeneenene ieee ———EEE = 
Total assets ... | 2,483-7 | 2,623-8 | 2,623-2 | 2,614°7 | 2,674°3 | 2,733°7 





May to £123,297,000 at the end of June. This movement 
dominates the whole return, being by far the most important 
factor in the rise of deposits by £56,043,000 to a new high 
record of £2,469,382,000. To the extent of £44,474,000, there- 
fore, this expansion in deposits was fictitious. The other 
main movements in the aggregate figures are largely con- 
nected with the special operations, including “ window 
dressing,” which took place over the turn of the month. The 
fall of over £24,000,000 in discounts reflects to some extent 
the substantial sales of short bills by the banks to the 
authorities in the closing days of June. A counterpart of 
these special operations is to be seen in the rise of £12,600,000 
in cash. They also help to explain the increase of over 
£22,000,000 in money at call and short notice, a movement 
which indicates the expansion in the Treasury bill holdings 
carried by the discount market. Investments continue their 
slow expansion, while advances are still declining slowly. 


* * * 


Half-year’s Money Rates 


The following table shows the average level of short loan 
and discount rates in the first half of 1940, compared with 
previous years : — 


AVERAGE MONEY RATES 


Market London 








Bank Rate Deposit Short 
Year Rate 3 Months’ Rate, Loans 
| | Bills Banks | 
| | 
d. fe & £ ae 4 .#. & 
0 5 5 4 310 0 412 3 
5 212 3 18 5 29 6 
7 311 0 > 10 3 010 
2 116 9 : 4 3 115 7 
0 0 13 10 010 0 015 5 
0 016 7 010 0 0 16 1¢ 
0 011 3lo/ 010 O 0 14 104 
0 0111012} 010 0 015 6 
0 | O11 6%! 010 0 | 015 Ie 
0 012 71010 0 | 015 7 
125 3 | 1 4 Sle] 013 72| 1 2 2 
1940 (Jan. 1 to June 30) 2 8 8 1101! 010 0 [| Z3e 


The only comment to make on this table, which is given for 
purposes of record, is that the market bill rate and the short 
loans rate have not followed Bank rate back to the pre-war 


levels. 


Rg ss Ow hl le OOD Ole et oO On Ore 


es 7 dS SS 


to 


0 


192 


193 
194 


193 
193 
193 
194 


Det 
Pret 
Ord 





| 


July 20, 1940 


THE ECONOMIST 95 


Investment 


Awaiting the Budget 


Business on the Stock Exchange this week has been 
quicter than at any time since last September. There has 
been an impression of softness in the market both for gilt- 
edged and ordinary shares, but this has found only limited 
expression in prices which, as indicators of pre-Budget 
sentiment, are almost meaningless. The measure of the 
Budget problem is too big to register on the traditional 
Budget equities such as tobacco and brewery shares. These 
groups have naturally not been favoured by buyers, but 
they at least have not been afflicted by sellers. Small 
fractional losses among gilt-edged, again, do not tally very 
closely with the traditional nervousness with which an in- 
crease in income tax is anticipated in the gilt-edged market. 
And if Sir Kingsley Wood’s first Budget does not impose 
a substantial increase in direct taxation it will hardly fufil 
his criterion that the further tax contribution must be the 
highest possible and must cover the widest field. The only 
progressive field this week has been the senior home railway 
stocks which have continued their steady recovery. This 
market has corrected part at least of its extreme gloom when 
air attacks on this country began; for the provisional conclu- 
sion about the extent of war damage appears to be much 
more favourable than was feared some weeks ago. The 
knowledge that heavy coal and freight movements are still 
continuing has encouraged rather greater optimism regard- 
ing the dividend announcements due next Friday. 


* * * 


Dollar Securities in Safe Keeping 

Holders of dollar securities registered at the Bank of 
England, who had kept them in bank strong rooms, learned 
on Thursday that their documents of title had been shipped 
to Canada. The mobilisation of these securities has been 
carried out in secret—as befits the importance of the opera- 
tion—and investors who have requested the release of their 
securities im recent weeks have been tactfully dissuaded by 
their bankers. The full significance of the suspension of deal- 
ings in “S.1.B.” stocks is now apparent. To replace the 
securities which have been shipped, holders will be given 
certificates of the United Kingdom Security Deposit as 
evidence of title. Permits for sales abroad of the deposited 
securities will now be resumed—subject, of course, to future 
vesting orders—but for technical reasons it is not intended to 
allow sales from residents to other residents. 


CAPITAL ISSUES 


TasLe I.—ToOTAL BorRoOwING (Million £) 
British 
First Tot: 
Half H Empire Foreign — Indices 
ee . ome + ssues 
of Each |Govern- , ' Total 
Year ent | COTPO- Others | frome 
a rations* 
By Direct Public Offer (Old Basis) 1928 
= 100 
1928 ..... 85-2 10:0 89:3 | 184°5 40:2 20-1 | 244°8 100 
1956 ..... 76°8 22:7 18:7 | 118-2 15:6 2:5 | 136°3 56 
as aie Dr.2:4 12°1 21:9 31-6 15°8 0:3 47-7 19 
1940 ...... 502-7 Nil 0:8 503-5 0-1 Nil 503°6 206 
Including ‘‘ Permission to Deal '’ (New Basis) 1935 
100 
2°5 16:3 {| 108-2 | 127-0 12:2 1:4; 140°6 100 
1938... 76:8 24:4! 40:5 | 141-7! 38-8 2:4| 182-9 130 
Dr.2:4 12:1 38-6 48-3 24:2 2:2 74:7 52 
502-7 Nil 15:1 ' 517°8 0:8 Nil 518-6 368 


* Including county and public board loans. 


TABLE II.—ToTaL ComMPaANy Issuks (Million £) 

















4 Old Basis New Basis 
First Half of Each 
Year 
1937 1938 1939. 1940 1937 1938 1939 | 1940 
Debentures 11:5 8:3 5:2, Nil 16:9 14°6) 11°5 0:8 
ference . 12-7 2:7 2:0 0-1 19:2 7:8 4:0 4-2 
tdinary 35°5  16°8 9:2 0:9 |119'0 49:3 | 28:3 | 13°5 
SOE ssscccssel SO°F 7:8  16°4 1-0 155-1 71:7 | 43-8 | 15°5 


Capital Issues under Control 


Government requirements are paramount in the new issue 
market, and the success of market control in meeting those 
requirements is Clearly indicated in The Economist’s capital 
issue figures for the past half-year. British Government issues 
rose to the high total of £502.7 millions, while other issues 
to the public by British and overseas borrowers accounted for 
less than £1 million. The rise in total issues calculated on the 
new basis (which includes both prospectus and bonus issues) 
from £74,719,300 to £518,606,000 indicates that almost com- 
plete stagnation prevailed in industrial issues made to share- 
holders or privately placed. Of the total of £518,606,000 
some £502,677,000 is represented by British Government 
loans compared with a net repayment of £2,350,000 in the 
first half of 1939. No new money has been raised by any 
colonial Government. Foreign and municipal borrowing has 
been completely barred, and industrial and railway issues have 
fallen from £51,981,300 to £15,929,000. Of this sum, 
£14,999,300 represents shares introduced to the market by 
private placing, leaving less than £1,000,000 out of total 
issues of £518,606,000 to be raised directly from the public. 
Recent company reports clearly show that industry has re- 
sorted to bank loans for its capital requirements where it 
could not finance them from accumulated resources. Com- 
petition with Government loans has been effectively 
eliminated—even to the point of forbidding non-competing 
municipal conversions. 


* * * 


Home Corporation Stocks 


Many British corporation stocks are now almost as 
difficult to buy as to sell, for dealers have lately been pur- 
suing a cautious policy in taking such stocks on their books. 
This element of stiffness in the entire market, however, has 
distracted attention from the special position of stocks issued 
by authorities in what are now Defence Areas. The inevitable 
vagueness of reports regarding the location of air attack and 
damage cannot conceal the possibility that such towns are 
actual or potential objectives for air attack or even invasion. 
Several of the larger coast resorts have banded together to 
secure attention for their special economic plight.«Permanent 
residents have in many cases evacuated from favoured coastal 
areas, and the economic life of the centres as holiday resorts 
has virtually disappeared. A list of stocks issued by authori- 
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TABLE III 
ANALYSIS OF NEW CAPITAL APPLICATIONS 
(Excluding Conversions) 


First Half Years First Half Years 
Old Basis New Basis 


1939 1940 1939 1940 


£ £ £ £ 
British Government Loans... Dr2350,000 502,677,000 Dr2350,000 502, fe ee 
Colonial Government Loans . | 12,022,000 Nil 12,621,000 
Foreign Government Loans... Nil Nil 361,000 Ni 


British Corporation, County 
and Public Board Loans ... | 12,106,000 Nil 12,106,000 Nil 
British Railways ..............+.. 7,387,500 Nil 7,387,500 Nil 
1,808,600 Nil 3,193,600 227,500 


South African Mines ........... 
Se EIEN ‘ndccuskaceoccuceevece 1,415,900 Nil 4,965,900 2,600 


Exploration, Financial ......... 176,300 Nil 2,564,700 19,100 
Breweries and Distilleries ..... 538,400 99,000 588,400 336,400 
Merchants, Importers, etc. ... 156,200 Nil 156,200 Nil 

Stores and Trading.............. 495,000 Nil 3,771,600| 1,250,000 
py een Nil 142,400 Nil 142,400 
BD ai cbiicaceteutedd ouctundidee 186,500 Nil 276,800 116,100 
Divnécassedditddenteuiniansinndecds 120,000 Nil 120,000 Nil 


Iron, Coal, Steel, etc............ 2,735,700 201,900, 4,963,000) 201,900 
Nil 


Electric Light and Telegraph.. 5,616,500 6,340,300) 566,400 
Tramway and Omnibus ...... Nil Nil 1,695 ,200) 754,500 
Motor Traction, etc. ........... 91,900 Nil 208,300 80,900 
CR GI iakcdc wintiecscean 310,500) Nil 2, 747, 800, 1,144,300 
Hotels, Theatres, etc. ......... 666,600) Nil 666,600) 60,100 
Patents & Proprietary Articles | Nil | Nil 16,500. Nil 
Docks, Harbours & Shipping 20,100 22,500 135,009 530,600 
Manutactur’g & Miscellaneous 3,920,300) 553,900 11 933, 900 10,436,200 
"TORE cctncacetnnceecenebine 47,674,000 503,606,700 74,719,300 518,606,000 








96 THE ECONOMIST 


ties who may be facing these problems is given in the follow- 
ing table: — 


Prices 
Redemp- 
4 ~demn. “mount tion 
Stock ane 2 out- Aug. May June July Yield 
— standing 24, 1" ay, 17, 
1939 1940 1940 1940 
£ qs. 4. 
Callab/ 
Brighton 6”, ..... 1940-50 500,000 | 101 1011p; 101 101 6 0 4 
Hastings 41+ | 1940-50 500,000 | 102 101 101 101 49 9 
Portsmouth 6% | 1940-50 |1,000,000 | 104 102 101 101 6 0 4 


Not Callable 


Brighton 454%, ... 1945-75 (1,790,000 | 104 106 10319; 1031 3 5 
Dover 3% ........ | 1913-43 | 141,691 99 100 99 99 311 0 
Eastbourne 410°, 1945-60 (1,126,864 | 104 106 103 103 318 3 
Gt. Yarmouth 5%} 1945-55 450,000 | 107 106 104 104 462 
Hastings 5% ..... | 1947-67 (1,350,000 | 109 108 106 106 4 1 6 
Lowestoft 3°% ... } _ 1955 250,000 90 91 901 90) 318 O 
Ramsgate 3°‘ 1915-55 150,107 911; 93 91 9j1 316 8 
Southampton 5 % | 1947-67 |2,500,000 | 106 10812) 10612) 106 41 6 
Southend 1916-46 | 153,320 96 99 98 98 3 710 


The table shows that, since May 10th, quoted prices have de- 
clined but slightly, though yields, even on the relatively short- 
dated issues, are frequently on the high side if calculated to 
the nearest date of redemption. A number of important possi- 
bilities arise, however, from the present situation. If the 
most sober estimate of possibilities is considered, it is not 
inconceivable that at some future time one or more of these 
authorities might require temporary Government assistance, 
though there is no precedent for such an event in local gov- 
ernment finance—excluding, of course, state-aided services of 
various kinds. But there are two historical parallels which are 
of theoretical interest in this connection. The first can be 
found in the terms on which the British Government under- 
took Newfoundland’s debt obligations. In this case, it will 
be recalled, holders of Newfoundland stocks were offered the 
option of accepting conversion into Treasury-guaranteed 
issues at the Treasury’s own price, or of becoming de- 
ferred creditors of Newfoundland. The same principle, 
under the hypothetical circumstances contemplated above, 
would surely be applied insofar as any of the municipalities 
concerned had outstanding callable stocks offering more than 
a gilt-edged return. The second possibility—again purely 
historical—might lie in the adoption by the municipalities 
affected of a credit pool similar to that formed by the twenty- 
four associated municipalities of Denmark as security for the 
loan of 1922, which ranked as a joint and several liability 
on the municipalities concerned. The credit of such a body 
would, of course, be markedly strengthened if the British 
Treasury were Gisposed to underwrite its obligations. It is 
necessary to emphasise that the possibility of British corpora- 
tions falling into dire financial circumstances is far from 
being a fact. But that is no reason why the problems which 
would be involved should not be reviewed. 


* * * 


Barclay Perkins Progress 


The report of Barclay Perkins to March 31st may 
perhaps be taken as an earnest of what is to follow from the 
June 30th brewery reports which will shortly appear. Trad- 
ing profits at £351,828, and total income at £440,115, were 
the best since 1930-3i. The most important increase in 
expenditure has been a rise in the provision for taxation and 
N.D.C. from £13,000 to £33,000. After provision for various 

expenses, equity earnings show an increase of £15,170 to 
£147,935 compared with the 1938-39 figure. But although 
available earnings represent 10.6 per cent., against 8.0 per 
cent., the directors have made a further reduction in the 
ordinary dividend from 6 to 4 per cent. After raising the 
allocation to contingencies reserve from £20,000 to £40,000, 
the carry forward is £36,405 higher at £106,918. The profits 
bear the interpretation of much increased consumption, 
despite increased costs. Probably the company has profited 
from increased demand for its lager products, owing to the 
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removal of German and Danish competition. The dividend 
decision, however, is an abrupt reminder of the realities of 
war, and its incalculable risk of damage to property. There is, 
moreover, little prospect of reduced brewing costs and every 
prospect of higher taxation. Hence the directors have been 
wise to conserve the greater part of last year’s excellent 
earnings, though the decision is disappointing for share- 
holders. The £1 ordinary shares at 13s. yield £6 3s. per cent, 


* * * 


Royal Dutch Report 


Like “ Shell” Transport and Trading, Royal Dutch 
have passed, the final ordinary dividend, leaving the 5 per 
cent. interim as the total ordinary payment for 1939. The re- 
port for 1939, issued from Willemstad, Curacao, is a sadden- 
ing document, which lacks the usual informative review of 
world oil conditions, and consists only of the accounts and 
a short explanation. Revenue from dividends has fallen from 
Fl. 85,630,332 to Fl. 26,000,000. Interest is down from 
Fl. 2,186,381 to Fl. 200,000, and no information is yet 
available regarding exchange differences and dividends for- 
feited by limitation. Total income has thus fallen by 
Fl. 63,207,672 to Fl. 26,200,000. The report does not speci- 
fically refer to damage done to plant and property, but the 
company has undoubtedly shared in the losses experienced 
by “ Shell” Transport. An analysis of the profits in the past 
three years is shown in the table below: — 


Years ended December 31, 


1937 1938 1939 
Fl. 000’s Fl. 000’s’ Fl. 000’s 
Dividends received ...... 91,409 85,630 26,000 
Other income ............ 4,693 2,194 200 
Profit on exchange ...... Dr. 2,983 1,583 an 
ERE asco cuxivncnes 93,164 89,407 26,200 
Admin., etc., expenses ... 1,222 418 400 
Debenture service ...... 4,325 967 ves 
Pref. div. and drs. bonus 1,990 2,002 60 
Ordinary shares :— 
UNE Scésipcaiesnassces 85,627 86,019 25,740 
ear 85,616 85,616 25,181 
TN ee cashes Seds 17 17 5 
Carry forward ............ 812 1,215 1,774 


During 1939, the company’s participation in the Anglo-Saxon 
Petroleum Company was increased from £29,700,000 to 
£33,600,000, thus raising total investments in subsidiaries 
from Fl. 525,473,741 to Fl. 563,459,741. The investment was 
financed by the sale of holdings of United States Treasury 
Bonds, and, in consequence, securities stand im the balance 
sheet at only Fl. 2,052,396 against Fl. 15,179,155 at Decem- 
ber 31, 1938. A very substantial fall has occurred in cash 
holdings from Fl. 19,422,851 to Fl. 1,634,000. A suspense 
account amounting to Fl. 1,104,203, appearing among the 
liabilities, represents an unexplained difference which arises 
from the absence of certain documents. In the absence of 
more specific information regarding the group’s losses, 
estimates of future earning prospects are hardly possible. 
Dealings in Royal Dutch shares have been suspended since 
June 18th by Treasury Order. 


* * * 


Suburban and Provincial Stores 


During the past year, Suburban and Provincial Stores 
formerly Selfridge Provincial) passed from the control of 
the Selfridge group to the John Lewis Partnership. It was 
not expected that the new investment would provide any 
immediate return, though certain trading advantages were 

nticipated from its acquisition. The new board has decided 
me to pay a dividend for the year to January 31, 1940. 
The company’s total income has fallen from £156,804 to 

£114,698, and despite a reduction in the taxation provision 
from £25,202 to £12,799, equity earnings amount only to 
£16,093, against £54,840, and are equivalent to no more 
than 0.9 per cent. The entire surplus is added to the balance 
carried forward, raising it from £11,381 to £27,474. The 
apparent increase in amalgamated net profits from £109,706 
to £115,518 is due solely to the willingness of Suburban and 
Provincial Stores to waive their right to £10,558 in interest 
due from two subsidiaries, John Barnes and St. John’s Court, 
both of which showed a loss on the past year’s trading. 
With the outbreak of war, turnover fell seriously, and hire- 
purchase trading policy was drastically restricted. But the 
limited fall in the group’s profits was due to the compensating 
factors of higher prices and reduced costs. The six suburban 
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: businesses experienced a fall of 12.8 per cent. in cash turnover, Years ended April 30 
while the provincial stores showed an improvement of 2.1 1938 1939 1940 
; per cent. The report states frankly that the directors consider £ £ £ 
that dividend payments are impossible until the company has Total profits .......c....60- 344,083 206,326 257,748 
. eliminated the present considerable burden of short-term 
. debt, comprising bank loans and other amounts due to ee ey 76,500 55,724 61,202 
‘ creditors of £444,819 for the whole group. In addition, the Expenses and fees......... 20,592 23,055 18,219 
, company has guaranteed an amount of £233,981 loaned by Prov. for subsidiaries’ 
the Midland Bank to Selfridge Whiteley Contracts, now re- SOND sc csececcvernsascene ZA5S 8,244 1,260 
named Suburban and Provincial Contracts. The directors Sedin ae 
consider that the group needs further capital, and that larger c —— 244.838 119.303 177,067 
stocks and better service will be necessary to restore reason- Paid nee eae 183,625 104.929 158208 
h able profits, under normal conditions. These, however, are = "9-3 va "”.8 
T tasks for the future. So is the revaluation of fixed assets, ak 7 4 7 
which stand in the consolidated balance sheet at £2,586,750, 
- but which are expected to show a substantial deficiency. The Written off investments 1,537f 120,000 3857 
of new management undoubtedly understands the measure of Special credits ............ ses 62,069* 33,490 
d its task, and has lucidly explained its policy in a detailed Carry-forward ............ 143,046 99,489 153,363 
a "The %o - Te P » 99 Tree ie ‘ , . ° 4 e e ° 
n report. The group’s turnover for the 22 weeks from I ebruary * Special dividend. + Investigation expenses written off. 
n has been running 15 per cent. below that of the corresponding + Income tax recovered. 
et period of 1939. ‘That brute fact rules out any attempt towards 
[- ' reconstruction in present conditions. eo 
7 Tin accounts. Hence it is reasonable to expect a further 
‘ & e * improvement in results, due partly to an increase in the quota 
. from an average rate of 46} per cent. for the year to March, 
rye 93 ‘ aver: >» rate - 21 A ° . 
d London Tin Recovery 1939, to an average rate ot 983 for 1939-40. T he quota has 
st ee: Sa : ; since been raised to 130 per cent. to supply special American 
The London fin Corporation’s report for the year to purchases of tin. Shareholders might also expect to benefit 
April 30, 1940, shows a welcome recovery in total profits from the improved price of tin after the official maximum 
from £206,326 to £257,748. As a result, the directors have price of £230 per ton was removed in December, 1939. 
restored the 7 per Cent. dividend basis, which was cut to The directors, however, claim that increased prices have 
4 per cent. for 1938-39. Provision against losses in sub- done little more than offset increased costs during the past 
sidiaries has been reduced from £8,244 to £1,260, and, thanks year, Possibly, the current spot price of £266 12s. 6d., together 
to lower tees ana expenses, ant earnings are increased to with the United States buying programme, will provide 
£1 7,067 compared with £119,303, representing 7.8 per cent. more positive advantages during the present year. At the 
Since no amount is required for writing down investments— present price of 3s. 3d., the 4s. shares yield £8 12s. 4d. per 
in the previous year £120,000 was set aside—the carry-forward cent. 
has increased from £99,489 to £153,363 after crediting 
{35,490 from income tax recovered. The investment position * * * 
appears strong, for quoted holdings are valued at £3,060,489 os a ee ~ 
compared with book values of £2,601,409, while unquoted Johnnies ’’ Dividend Cut 
investments stand at £740,524. The earnings of these assets The preliminary statement of Johannesburg Consoli- 
are subject to a time-lag before they appear in the London dated for the year to June 30, 1940, announces a further re- 
n 
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duction in the annual dividend from 15 to 10 per cent. The 
fall in the company’s earnings, which has continued since 
1933-34 was exceptionally severe last year. Profits, after pro- 
viding for depreciation, amounted to no more than £270,000 
compared with £616,129 for 1938-39, and with a high level 
of £1,247,576 six years ago. The 10 per cent. dividend 
absorbs £395,000, and necessitates a draft of £125,000 on the 
sum brought forward, leaving £95,000 to be carried forward 


THE STOCK 


London 


Note: all dealings are for cash 


BusIn_ess has been overshadowed through- 
out the week by next Tuesday’s Budget, 
and, with the prospect of stiffly increased 
taxation, dealers have been unwilling to 
enter into fresh commitments. In the gilt- 
edged and home rail markets, prices have 
been relatively firm, and some substantial 
gains have been recorded in the latter 
section. Foreign bonds have been quiet, 
Far-Eastern issues being strongly infiu- 
enced by the prospect of a peace settle- 
ment. Prices of industrials have moved 
uncertainly within narrow limits. ‘The 
volume of business in mining and com- 
modity markets has been extremely re- 
stricted, and in the rubber market the 
undertone was weak. 


* 


The gilt-edged market was favourably 
impressed by Mr Churchill’s speech last 
Sunday, and gains of the order of 4 were 
recorded by a number of issues on the first 
two days of the week. In midweek, the 
market tended to discriminate between 
long and dated issues, the majority of the 
former felling by 4, while the majority of 
the latter continued to advance by the same 
amount. In the foreign bond market, 
rumours of peace negotiations brought 
strong support both for Chinese and 
Japanese bonds at the beginning of the 
week. Chinese 5 per cents. of 1912 and 
1913 each gained 3 points on Monday, 
when Jepanese 6 per cents. of 1924 put 
on 43 points. Later in the week, the ob- 
scurity of the situation caused support to 
fall away, and some prices declined. 
Turkish 44 per cent. Tribute lost 24 
points on Monday. Some support has been 
forthcoming for Brazilian issues. 


* 


Home rails continued to be a_ bright 
spot in the markets, although ordinary 
issues came on offer as the week pro- 
gressed. On Monday, L.M.S. ordinary 
gained 4, and L.M.S. and Southern 5 per 
cent. preference each gained 14 points. 


* 


Dealings were restricted in the indus- 
trial market by fears of mew taxation. 
Significant movements of the week in- 
cluded a well-maintained demand for Tate 
and Lyle, G.E.C. and Guest Keen. In 
the motor section, Leyland and Raicigh 
were tirm. Shipley Collieries lost ground 
on the publication of the accounts, and 
British Aluminium declined by 1s. 6d. on 
Wednesday, when trading was at a low 
ebb all round. Among breweries, Watney 
deferred and Distillers reacted. 


* 


The undertone of the Kaffir market re- 
mained firm. On Tuesday, Sub Nigel and 
Crown Mines were both in demand. 
Though trading remained on a very small 
scale, prices generally were steady. Very 
few transactions occurred in the base 
metal markets, but among tin companies 
Pahang was in demand. The rubber market 
was depressed by the commodity position 
and by the small volume of June con- 
sumption in the United States. No re- 
covery occurred in the oi/ market. The 
market had anticipated the decision of 
Royal Dutch to pass the final dividend. 


THE ECONOMIST 


“FINANCIAL NEWS” INDICES 


Approx. Security Indices 
Total Corres. 
1940 Bargains Day 
in S.E. 1939 30 Ord. 20 Fixed 
List shares* Int.t 


rae sss 2,691 4,490 57-7 119-6 
o BS ow 2,915 4,755 57-9 119-6 
o & «x 2,431 4,950 58-0 119-8 
= SF os 2,842 4,745 57-4 119-7 
» 18 ... | 2,658 4,490 57:2 119-7 
* july 1, 1935 = 100. +1938 = 100. 30 Ordi- 


nary shares, 1940: highest, 80-6 (Feb. 29); lowest, 
49-4 (June 26). 20 Fixed Int., 1940: highest, 126°5 
(May 9) ; lowest, 114-9 (June 26). 


New York 


TRADING in the earlier part of the week 
was under the shadow of the Democratic 
National Convention. Price movements 
were hesitant, and a rally on Tuesday 
was not maintained. Steel issues were 
relatively well supported on the first two 
days in expectation of the declaration of 
higher steel prices for the third quarter, 
but became dull in midweek, when the 
Iron Age estimate of steel mill activity, at 
87.5 per cent., showed no increase on the 
figure of the previous week. Oil shares 
gave way slightly after the announcement 
of a cut in the Texan price of crude oil. 
There was some demand for copper and 
chemical issues on Wednesday, but motor 


re ‘ har Te la > > 
and aircraft shares were depressed. 


New York Prices 


Total share dealings :—July 11, 330,000; 
July 12, 260,000; July 13, 120,000 ; 
July 15, 230,000; July 16, 440,000 ; 
July 17, 380,000. 


Close Close Close Close 
July July July July 
10, 17, iO. 17, 
1940 1940 1940 1940 
i. Railroads anese of A. 26 2 314 
Balt. & Ohio.. 334 orysier 05 944 
Gt. Nthn. Pf.. 2234 23!) Curt. Wr.“A” 23° 24 
Illinois Cent. 75a 71> Eastman Kdk. 1187, 119 
N.Y. Cent..... 1134 117g? Elec. a 30 31 
Northern Pac. 6 61, Gen. Motors.. 4314 43 
Pennsyl. Rl.... 1954 19 Sareeatice gto a2 3 
Southern ....... 11 ll miand oteel . 52 ~& 
_ Int. Harvest . 42 43 
2. Utilities, etc. Int. Nickel ... 23 23 
Amer. Tel..... 15859 1601, Liggett Myers 98 98 
Amer. W’wks. 9 87, Nat. Dairy 13 1354 
Pac. Light..... 40 421, Nat. Distillers 2014 20 
Pub. Sv. N.J. 37 3634 Nat. Steel . 5¢ 5754 
Sthn. Cal. Ed. 26 754 Proct.Gamble 6214 63 


af 
United Gas .. 121g 12 Sears Roebck. 72 7254 
Shell Union... , 
Socony Vac. . 
Stan. Oil N.J. 3414 3414 
) 


3. Commercial and 
Industrial 


Amer. Metal.. 14 145g 20th Cen. Fox ¢ 6 
Am. Roll. Ml. 1054 11 U.S. Steel .... 5114 51 
Am. Smelting 35 3510 West’hse El... 89 92 
Anaconda ..... 1914 19!g3 Woolworth.... 32 33 
BREE cccctocss 167g 175g Yngstn. Sheet 3114 32 


STANDARD STATISTICS INDICES 
(1926 = 100) 
WEEKLY AVERAGES 
1940 


Low | High 3, 10, 17, 
iye 7 1940 | 1940 | 1940 


347 Ind’ls ... | 80-9 |111-4 | 86-5 | 87-0 88-1 
32 Rails ...... | 20°7a) 30-7 | 24-4 | 24-3 24-6 
40 Utilities .. | 71:2a) 89-4 80-0 80-2 80-6 


69-9 | 94-8 75:6 76:0 76° 
6°61% 4:30% 6-17% 6-11% 6°04% 
High | Low 


* 50 Common S:ocks. a May 22nd. 


419 Stocks ... 
Av. yield* ... 


July 20, 1940 


against £220,262 brought in. The company’s declining rey- 
enue is attributable partly to the declining position of 
several of the group’s mines, and also to adverse dealing 
conditions in the Kaffir share market. The directors’ decj- 
sion to pay so generous a dividend may be interpreted as a 
signal of the company’s reserve strength, and not as an 
indication of any immediate change in the revenue prospects, 
At 26s. 3d. the £1 shares yield £7 12s. 5d. per cent. 


EXCHANGES 


DaILyY AVERAGE 50 COMMON STOcks 


July 11 July 12 July 13 July 15 | July 16) July17 


94-8 94°7 94°7 95-0 96°2 95°8 


1940 High, 123-7 Jan. 3. Low, 86-7 June 10, 


Capital Issues 


Week ending Nominal Con- New 
July 20, 1940 Capital versions Money 
£ ; 
To the Public ......... Nil . Nil 
lo Shareholders ...... Nil ore Nil 
By S.E. Introduction Nil , Nil 
By Permissionto Deal 100,000 101,000 


Nat. Savings Certs.t 5,364,155 
3°. Defence Bondst 10,635,515 
21 Nat. War Bondst18,187,380 18,187,380 
t Week to July 9, 1940. + Week to July 16, 
making total since June 25th £109,656,170. 


5,364,155 
10,635,515 


Including Excluding 
Conversions Conversions 
f f 
965,465,539 612,510,406 
84,638,587 78,028,506 
950,556,132 597,800,999 
53,212,679 47,622,600 


Year to date 


1940 (New Basis 
1939 (New Basis 
1940 (Old Basis 
1939 (Old Basis 


Destination (Conversions Excluded) 


Brit. Emp. Foreign 
Year to date U.K. ex U.K. Countries 
f f 4 
1940 (New Basis) 611,747,394 763,012 Nil 
1939 (New Basis) 50,978,354 24,869,148 2,181,004 
1940 (Old Basis) 597,658,543 142,456 Nil 
1939 (Old Basi 31,462,509 15,840,091 320,000 


Nature of Borrowing (Conv. Excld.) 


Year to date Deb. Pref. Ord, 
j 
1940 ( New Basis) 597,721,188 1,290,005 13,499,213 
19 9 Ne Z Bast 42, 422,11 , Iya C 2,999 30,34 se 92 


1940 (Old Basis) 596,701,367 500 909,132 
1939 (Old Basis) 36,193,921 1,988,459 9,440,220 
os 


oun 

*“Old Basis ”’ includes public issues and issues 
to shareholders. ‘“‘ New Basis ”’ is all new capital 
in which permission to deal has been granted. 





ISSUES TO SHAREHOLDERS ONLY 


Brockhouse (J.) and Company, Ltd. 
—vTreasury sanction has been granted for 
issue of 150,000 £1 ordinary shares at 30s. 
per share in proportion of 1 for £5 held. 
Holders of 5$ per cent. unsecured con- 
vertible stock may subscribe for one new 
share for every £15 held. New shares 
rank pari passu with existing stock and 
participate in final dividend for year to 
September 30, 1940. 


CONVERSIONS AND 
REPAYMENTS 

Forestal Land Timber and Railways. 
—In response to cash offer to holders of 
the company’s 4} per cent. ten-year 
registered notes on July 3rd, £300,000 
notes are being acquired for redemption 
and cancellation. Offer is now closed. 


United Counties Trust.—It is pro- 
posed to repay 50,000 7 per cent. cumu- 
lative £1 preference shares at par. Separate 
meetings of ordinary and preference share- 
holders will be held, August 6th, at 3.15 
and 3 p.m. respectively at 701 Salisbury 
House, to vote the necessary resolutions. 


BY TENDER 


West Surrey Water Company. — 
Sale of 6,500 4 per cent. £10 preference 
shares at minimum price of £10 per £10 
share. Redeemable at par July 1, 1955. 
Tenders to Midland Bank, Poultry, 
London, E.C.2, by 11 a.m., July 22nd. 
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Industry and Trade 


Coal Stocks 


The cessation of coal exports to France has provided 
an opportunity for the accumulation of substantial emer- 

cy stocks at home. In view of the threatened German 
offensive, it is quite possible that production and transport 
facilities in certain areas may be temporarily interrupted. 
The Government has consequently asked both private and 
industrial consumers to lay in stocks. Many private con- 
sumers, however, have little or no storage facilities, and it 
js quite unlikely that adequate stocks will be accumulated 
at consuming centres without Government assistance. Un- 
fortunately, the Government does not yet appear to have 
realised the full magnitude of the problem, for the reserve 
which Mr Grenfell, the Secretary of Mines, hopes to see 
accumulated before the winter is only 20 million tons. As 
consumption averages about 15 million tons per month, Mr 
Grenfell’s reserve would be equivalent to barely six weeks’ 
requirements. This is surely inadequate. 


* * * 


The Movement of Labour 


The movement of workers from non-essential to essential 
jobs within a regional framework is strongly urged in the 
latest annual report of the Lancashire Industrial Develop- 
ment Council. The Council expresses the view that “ control 
of the siting of large new wartime factories and the recruit- 
ment of labour for these and expanding local industries 
should be exercised so as to avoid excessive and unneces- 
sary influx into the North-Western area of unskilled and 
semi-skilled labour which at the end of the war would most 
likely find itself entirely without prospects of absorption into 
the normal local industry.” The suggestion that the move- 
ment of workers should be confined to individual regions on 
the grounds that it will facilitate their return to pre-war jobs, 
can scarcely be accepted as a matter of principle. If it were 
carried to its logical conclusion we might have a surplus 
of labour in one region and a deficiency in another. The 
supply of labour is a national, not a local, problem. 


* * * 


Exports of Wool Textiles 


The countries of Northern Europe are important 
markets for our exports of wool textiles. During the first 
five months of 1939 about one-third of British exports of 
tops and one-half of the exports of worsted yarns went to the 
countries of Northern Europe, including Germany. The 
shipments in May, the month in which Denmark, Norway, 
Belgium and Holland fell under Nazi domination, natur- 
ally, therefore, show a decline from those of April. Exports 
of tops and yarns were 3,277,000 lb. and 1,035,000 Ib. 
respectively, against 5,055,000 lb. and 1,763,000 lb. in 
April. On the other hand, exports of woollen and worsted 
tissues were only down to 7,497,000 square yards, compared 
with 9,242,000 square vards in the exceptionally good month 





of April. About two-thirds of these exports in the first five 
months of last year went to British countries or to North 
or South America, so that the war has not closed the most 
important markets. Comparative figures for the first five 
months of each of the last three years are as follows: -— 
(000’s omitted) 
January—May 


1938 1939 1940 
Woollen tissues sq. yds. 25,287 26,057 23,450 
Worsted tissues ... sq. yds. 14,155 13,708 19,852 
Tops (combed wool) ... Ib. 12,251 18,328 16,671 
Worsted yarns ............ Ib. 8,646 10,770 6,928 


The substantial increase in exports of worsted tissues is 
partly due to the execution of old contracts which were 
entered into at a time of more favourable prices. 


* * * 


Jute Supplies 


According to the first official estimate, the area under 
jute in India is 4.1 million acres, against 3.1 millions last 
year. If the yield per acre this year is as high as in 1939, 
the total output will reach about 143 million bales, com- 
pared with 11 millions last year. Supplies are therefore 
likely to be more than ample, especially as Continental 
Europe normally consumes a large proportion of the jute 
grown in India (virtually the only source of supply), either 
in the form of raw jute or manufactures. The jute mills in 
India have already decided to curtail their output by the 
reduction of weekly working hours from 54 to 45 from 
August 19th; but the announcement failed to bring an 
improvement in prices. In this country, too, the industry 
has been compelled to curtail output, partly as a result of 
the loss of European markets. 


* * * 


Rubber from Petroleum 


Owing to the cessation of “buna” imports from Ger- 
many and because of the fear of an interruption of crude 
rubber imports from the East Indies, the production of 
synthetic rubber is now being encouraged in the United 
States. It is confidently believed that, in case of need, the 
intake of crude rubber, which amounted to 592,000 tons last 
year, could be replaced by synthetic rubber produced from 
basic petroleum products. While Germany is understood to 
produce only one kind of synthetic rubber, buna, as many as 
three processes are available in the United States, all based 
upon petroleum products. At present the cost of producing 
synthetic rubber in the United States still exceeds that of 
crude rubber; but large-scale production would bring a sub- 
stantial reduction in costs. Already the Goodrich Company is 
using synthetic rubber, which it calls “ Ameripol,” to replace 
natural rubber in the manufacture of tyres in proportions 
varying from 50 to 100 per cent. The basic material for the 
manufacture of this synthetic rubber (which can be processed 








Shorter Comments 


Company Results of the Week.— 
BEECHAM MACLEAN HOLDINGS 
earned net profits of £313,821 compared 
with £197,325 for the previous 11} 
months. ‘This revenue includes the first 
dividends from the new subsidiary, County 
erfumery. ‘The company has raised its 
dividend from 164 actual to 27-4 per cent. 
Total revenue of CITY OF LONDON 
BREWERY AND INVESTMENT 
TRUST has fallen from £247,439 to 
£234,414 and net profits by £27,718 to 
£144,947. Consequently, the dividend 
has been reduced from 7 to 5 per cent. 
W. & T. AVERY has maintained the 
15 per cent. dividend despite a slight drop 
mM net profits from £155,348 to £141,098. 
SHIPLEY COLLIERIES increased the 
trading profit from £216,094 to £237,473. 
et profits, however, have dropped by 
£21,835 to £110,868 owing to increased 
€xpenses. ‘The dividend is reduced from 
124 to 10 per cent. The week has yielded 
another batch of good rubber company 
results, among which outstanding net 
Profits were earned by PELMADULLA 


with an increase from £12,579 to £21,857. 
This company’s dividend has been in- 
creased from 10 to 15 per cent. The inter- 
national character of the business of 
AMALGAMATED DENTAL has made 
earnings highly vulnerable to war condi- 
tions. In view of a fall in net profits from 
£134,985 to £88,250, the directors have 
decided not to declare a dividend. Both 
CROSSLEY BROS. and CROSSLEY- 
PREMIER ENGINES have maintained 
last year’s dividends, at 5 and 10 per cent. 
respectively. CROSSLEY BROS. showed 
the greater fall in net earnings from 
£44,688 to £36,970 despite a higher gross 
revenue. Net profits of CROSSLEY- 
PREMIER ENGINES fell only from 
£25,964 to £25,733 despite a fall of £774 
in total income to £51,306. GENERAL 
AIRCRAFT net profits were down from 
£47,358 to £35,652 though total earnings 
at £114,784, are more than double those 
of 1938. The company has, however, 
declared a 5 per cent. dividend against nil. 
S. HOFFNUNG has maintained the 9 per 
cent. dividend, with slightly lower net 
profits at £47,327 against £49,871. Owing 
to a relatively substantial fall in net income 
from £34,409 to £25,034, the dividend of 


SILENTBLOC, LTD., has been halved 
to 25 per cent. Total income of W. 
BARRATT rose’ from £157,145 to 
£180,033. Although net profits fell from 
£100,753 to £93,000, on account of higher 
taxation and depreciation allocations, the 
12 per cent. dividend is maintained. 
EASTWOODS CEMENT total income 
is almost unchanged at £42,747. The 
dividend has, however, been reduced from 
12} to 11 per cent. in view of a fall of 
£1,175 in net profits to £23,830. 
THOMAS BOLTON net earnings are 
well up at £98,871 against £64,108, and 
the dividend has been raised from 7} to 
10 per cent. 

Standard Bank of South Africa, 
Ltd.—Profit year to March 31, 1940, 
£563,860 (£573,147). Ordinary dividend 
12 per cent. plus bonus 2 per cent., making 
14 per cent. for year as before. To bank 
premises account, £75,000 (£75,000). 
To officers’ pension fund, £150,000 
(£150,000). Carry forward, £157,932 
(£169,072). Total assets, £90,298,959 
(£86,120,381). Bills discounted, advances, 
etc., £36,886,218 (£37,349,247). Deposits, 
current and other accounts, £70,229,165 
(£65,974,635). 
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and vulcanised like natural rubber) is butadiene, derived from 
petroleum hydrocarbons. The admixture of this material with 
other ingredients prepared from natural gas and air produces 
a milky emulsion similar to the latex obtained from the 
rubber tree. The hydrocarbon butadiene is also the starting 
point for the manufacture of buna. In Germany it was first 
derived from limestone and coal, but is now produced from 
acetylene. In the first American buna plant—that of the 
Standard Oil Company of Louisiana, now in course of con- 
struction at Baton Rouge—it will be manufactured from 
butane and other petroleum gases. Incidentally, this plant, 
which is expected to come into production towards the end 
of this year, will be capable of turning out some 1,750 tons 
of buna annually. This will be supplied to manufacturers of 
various specialities, who previously obtained their buna from 
Germany. Both in the Reich and in the United States, buna 
is produced by the combination of butadiene and acryl-nitrile. 
It has most of the commercially desirable properties of 
natural rubber, together with a much greater resistance to 
heat, abrasion and the action of oil. Meanwhile, the Standard 
Oil Company of New Jersey has evolved an entirely new 
product, which it calls “butyl” and which, though less 
resistant than buna to the action of oil, is reported to be 
definitely superior in other respects. It also has the advantage 
of being simpler and cheaper to produce—though details o! 
the process employed have not yet been made public. Buty] is 
not yet in commercial production, and the company does not 
intend to be over-hasty in pushing its development. But, 
according to a recent statement by its president, the Standard 
Oil Company is in a position to manufacture butyl from 
petroleum in any desired quantity as rapidly as the necessary 
plant can be constructed. 


* * * 


The Disappearing Eg¢ 


As was only to be expected from the killing of poultry 
which has been going on this spring in consequence of the 
shortage of feéding grains, the decline in the output of home- 
produced eggs which is normal at this season has this year 
become an acute shortage. There had already been, for some 
time, an increasing scarcity of imported eggs, as the 
countries from which we formerly obtained them fell, one 
by one, into the hands of the Nazis. The Food Minister, on 
the advice of expert dieticians, tells us that the egg is not 
an essential article of food. That no doubt is true, as indeed 
it is true of almost any single article of diet, but custom has 
given the egg, as a cookery ingredient, such a ubiquitous 
role in rendering palatable otherwise unappetising odds and 
ends, that it is doubtful economy to allow it to disappear 
altogether from the larder. The system of control by fixing 
retail prices is partly to blame. With the rising cost of pro- 
duction, wholesale prices have risen until there is an insuffi- 
cient margin between wholesale and retail prices. The result 
of this is likely to be that egg producers will themselves retail 
their eggs privately, a state of affairs which will be manifestly 
unfair to the town-dweller and to the poorer consumers in 
the country. Though eggs are, in a sense, a luxury food, their 
value as an article of diet for young children, invalids and 
that large class of people who can only be kept out of the 
invalid category by adherence to a special diet, is so great 
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that means must be found of maintaining a steady, if limited, 
supply. 

* * * 
Aircraft Production 


In a statement issued last week Lord Beaverbrook 
revealed that the output of aircraft in June was more 
than twice as high as in the corresponding month last year, 
He also announced that the value of aircraft orders placed in 
America exceeded $1,000 millions in the United States and 
$50 millions in Canada and that deliveries from these sources 
were steadily expanding. Lord Beaverbrook’s figures are en- 
couraging in revealing a substantial increase in the number 
of aircraft we are obtaining from domestic and North Amerj- 
can producers. But they do not reveal whether we are gaining 
or losing on Germany. A year ago Germany’s output was 
reported to have exceeded our own; and since then Ger- 
many’s producing capacity has probably been enlarged also, 
Moreover, the entry of Italy into the war has added to the 
enemy’s air fleet as well as to his capacity. And, as a result 
of France’s surrender, the Nazis have not only gained addj- 
tional aircraft and aircraft factories, but they have also 
secured access to Europe’s biggest source of bauxite, the 
raw material for aluminium. No effort must therefore be 
spared to bring about yet a further and substantial expansion 
in home production and in deliveries from North America. 


* * * 
Herrings and the Ministry of Food 


June is traditionally the opening month of the Scottish 
herring season, which lasts until the start of the East Anglian 
season in late September. Falling home consumption, re- 
duced export markets, low prices at ports and superannuated 
boats have in recent years brought depression to the herring 
trade, and even the Herring Board had, before the war, only 
just begun its hard task of rationalisation. The prospects of 
the current season are utterly uncertain. In the first place, 
the export trade with the principal customers, Germany, 
Poland and the Baltic countries, is stopped, and exports of 
cured and salted herrings provided an outlet for probably 
more than half of the total British catch. In the second place, 
while imports of herrings from Norway, which supplied an 
appreciable amount to the British market, are also at an end, 
both the personnel and the equipment of the British fishing 
fleet have been heavily drawn upon by the Admiralty for 
naval purposes. It is at present impossible to forecast what 
the net result will be of these two contrary influences on the 
home market. The Ministry of Food has therefore decided to 
give some stability to the market by buying all herrings that 
are not sold fresh and reselling them at fixed prices to the 
curers. Presumably, though this has not been stated, the 
Ministry will undertake the responsibility of paying the 
curers for their output; if there should be a large catch, there 
may have to be a very drastic cut in retail prices or an 
exceptionally vigorous advertising campaign before home 
consumption is stimulated sufficiently. The trouble of cook- 
ing (and eating) herrings and the indifferent quality in 
recent years of much of the kippering have led to a steady 
contraction in herring consumption since the last war. Meat 
rationing and the severe cut in the supplies of bacon and 
eggs do provide, however, a very promising field for an “ Eat 
More Herrings ” campaign. 





COMMODITY AND 


WHOLESALE prices have not shown very 
much change on the week, though the 
general tendency has been upward. Some 
grain prices have risen, due to crop re- 
ports. Cotton prices are all higher on the 
week, though business has been on only a 
moderate scale. The impossibility of 
shipping cargoes through the Mediter- 
ranean has led to a fall in the price of 
Indian and Egyptian vegetable oils. 
Metals.—Steel output has been main- 
tained at a high level, and there has been 
an improvement in the supply of raw 
materials. Deliveries of scrap have been 
much more satisfactory. The control of 
aluminium is to be put into the hands of 
the Ministry of Aircraft Production. 
Cotton (Manchester). — Last week 
the Cotton Controller, after consultation 
with representatives of the employers’ 
associations and trade unions, decided to 
resume the 48-hour week as a standard 
throughout the industry and to restore 
regular holidays. An exception is to be 
made in the case of firms making fabrics 
for aircraft production; they will arrange 


holidays and working hours in consulta- 
tion with the Ministry of Aircraft Pro- 
duction. This reversion to more normal 
working is possible because the intensive 
production of the last month has been 
accompanied by a fall in new business. 
The loss of export markets and the cancel- 
lation of home-trade orders has led to the 
danger that some spindles and looms 
which cannot be adapted to the class of 
work required by the Government may 
RAW COTTON delivered to Spinners 


Week ended From Aug. 1 to 














Variety J | ly 
‘ uly 5, \July 12, July 14,) July 12, 
(7000 bales) 1940 | 1940 | 1939 | 1940 
American ...... 41:3 39-2 969 1,474 
Brazilian ......... 6°4 6°7 306 265 
Peruvian, etc.... 4:2 3-9 131 212 
Egyptian ......... 6:1 5-2 334 385 
Sudan Sakel ... 2:0 3°4 149 160 
East Indian...... 6:9 5-2 437 405 
Other countries 3-1 3-0 197 159 
MEE ndtcdcens 70:0 66°6 2,523 | 3,060 
Source: Liverpool Cotton Association’s Weekly 
Circular. 


INDUSTRY NEWS 


have to be stopped through lack of work. 
Raw cotton prices have been firmer during 
the past week, but this has had little effect 
on buyers. There has been some improve- 
ment in enquiry from abroad, and some 
useful orders have come from the 
Dominions. 


Tin.—The price of tin in America is 
lower on the week. Conditions have been 
quiet and there was little speculative in- 
terest, so that a reduction was necessary 
to attract buyers. In this country, standard 
cash is dearer on the week. Following the 


TINPLATE PRODUCTION: PERCENTAGE 
OF S. WALES’ CAPACITY IN OPERATION 





Week ending 1939 1940 
June 1 64:37 70-82 
» 8 63-13 63°05 
Van 72:23 69°95 
<a 61-69 66°70 
» & 64:09 67°64 
6 70:93 65°73 
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COMPANY MEETINGS 


OTTOMAN BANK 


REVIEW OF YEAR’S ACTIVITIES 


WARTIME TRADE CONDITIONS 


POSITION 


IN TURKEY 


SATISFACTORY RESULTS OF THE BRANCHES 


SIR HERBERT LAWRENCE’S ADDRESS 


The annual general meeting of shareholders of the Ottoman 
Bank, adjourned from June 25th, was held, on the 18th instant, 
at Winchester House, Old Broad Street, London, E.C. 

General the Hon. Sir Herbert A. Lawrence, G.C.B., presided. 

Mr W. Stewart McKim (secretary to the committee) having read 
the notice convening the meeting, 

The Chairman, said:—Ladies and gentlemen,—I have been in- 
fumed that this meeting is properly constituted in accordance with 
the statutes of the bank, and I presume it is your pleasure that 
the report and balance sheet circulated among you should be taken 
wsread. (Agreed.) 

This year I do not feel justified in dealing in great detail 
with the question of the economy of the countries in which we are 
ative. It is difficult to foresee the conditions which will obtain after 
the war is over. A review of the past is of but relative interest 
when the whole future is in doubt. 

From the month of April, 1939, events at Prague and in Albania 
gave rise to disquiet among depositors; important withdrawals of 
bank deposits occurred, but confidence was fairly quickly restored. 
The uncertainty recurred during the weeks of political tension which 
preceded the state of war, as well as during the autumn. Once 
wain the monetary and banking systems easily dealt with the 
situation. 


PROTECTION OF STAFF AND PERSONNEL 


The war has imposed on us new duties and created many prob- 
lms. We have had to make plans for the protection of our staff 
and our assets against air raids, both in Paris and in London. A 
lage proportion of our staff has been mobilised and has had to 
be replaced by auxiliary members and in certain cases by recalling 
colleagues who had retired. 

We have provided for those of our personnel who have been 
mobilised so that they will be free from all preoccupation regard- 
ing the support of their families. I should like to take this oppor- 
tunity, both in your name and in our own, of conveying our thanks 
t0them and our fervent hopes for the success of the cause which 
thy are defending with such valour and such a spirit of sacrifice. 

In the balance sheet submitted for your approval the cash shows 
a important increase on that of the previous year: £8,432,207 
against £5,587,877. The explanation is to be found in the increase 
on the liabilities side in the current accounts creditor from 
£16,295,301 to £18,370,603, and in our desire to maintain high 
liquidity in order to be prepared for all eventualities. As always in 
times of panic, depositors go to those institutions whose credit 
is solidly founded on a long past. 

There is no other special feature in our balance-sheet to which 
it is necessary to refer. 


FAVOURABLE TRADE BALANCE IN TURKEY 


In Turkey agriculture and livestock raising have benefited from 
favourable climatic conditions and satisfactory prices. The steel- 
Works and furnaces at Karabuk, the construction of which was en- 
trusted to British technicians, have commenced their activity; their 
Production capacity is 200,000 tons. The Ergani copper mine has 
also reached the stage of production. 

The network of railways has been completed by the opening 


of a section which completes the line from Sivas to Erzurum. The 
length of lines now in operation is 7,370 kilometres. 

External trade has shown a reduction which is quite understand- 
able. The total of foreign trade has fallen from 295,000,000 Turkish 
pounds to 246,000,000, a decrease of 16.7 per cent., due in major 
part to the reduction of imports with the result that there was 
a favourable trade balance of 9,200,000 Turkish pounds. 

An examination of public finances shows that the receipts for 
the budgetary year ended on May 31, 1939, exceeded the estimates, 
and for the next six months were maintained at the level of the 
estimates. 

However, expenses, admittedly of an exceptional nature, had to 
be covered by issues of Treasury bills, which, under the heading 
“Extraordinary Receipts,” reached in 1939 about 69,000,000 
Turkish pounds. 


REGULATION OF THE MONETARY MARKET 


The two crises which I have mentioned have given the Central 
Bank of the Republic the opportunity successfully to fulfil its role 
as regulator of the monetary market, though it is true that that bank 
had to have recourse to a supplementary issue of notes covered by 
commercial bills and its weekly statements show that that issue 
increased from 43,000,000 Turkish pounds at December 31, 1938, 
to 139,000,000 Turkish pounds at December 31, 1939. The in- 
crease is important when compared with the holdings of commer- 
cial bills of the principal banks, which, according to official indica- 
tions, did not exceed 60,000,000 Turkish pounds at December 31, 
1938, plus about 30,000,000 Turkish pounds of Treasury bills 
discounted. 

It would seem that certain bank assets were made more easily 
available in the difficult times by the creation of bills. 

The assistance given by Great Britain and France to the Turkish 
pound by a loan of 15,000,000 sterling’s worth of gold has consider- 
ably improved the cover for the banknote circulation, but it is 
to be expected that that gold will serve as the counterpart of issues 
of notes for the purpose of meeting expenses necessitated by 
National Defence. 

The working results of our group of branches in Turkey could 
not be maintained at the level of those of 1938. Nevertheless, 
they still remain very satisfactory, but the lack of exchange does 
not permit us to transfer them for incorporation in the profits 
available for distribution of a dividend. 

Our relations with the Government and with the high Adminis- 
trative Departments of the Turkish Republic continue full of con- 
fidence and cordiality. 


SITUATION IN EGYPT AND PALESTINE 


Our branches in Egypt continued to show good results. At the 
outbreak of war there was some withdrawal of deposits, but the 
position rapidly improved. Trade also was temporarily dislocated, 
but a marked activity soon took the place of stagnation. 

Exports during the year totalled 34,081,000 Egyptian pounds, 
against 29,342,000 Egyptian pounds during 1938, while imports 
fell from 36,134,000 Egyptian pounds to 34,001,000, thus showing 
a small favourable balance as compared with an unfavourable 
balance of nearly 7,000,000 Egyptian pounds for the previous year. 

Despite the loss of markets in Germany, Czecho-Slovakia and 
Poland, total exports of cotton in the last four months of the year 
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amounted to 462,876 bales, as compared with 377,967 bales for the 
corresponding period of 1938, this being largely as a result of 
British purchases. 

In Palestine the internal situation improved considerably during 
the last six months of 1939. Security became normal and Govern- 
ment restrictions on transport were practically all removed. 

Imports—excluding military stores—rose from 11,500,000 Pales- 
tine pounds in 1938 to 14,632,000 Palestine pounds, whilst exports, 
valued at 5,117,000 Palestine pounds, showed a small increase over 
the 1938 figures. 

The results of the citrus season were very disappointing. It was 
not found possible to export more than 7,000,000 cases of fruit, 
roughly one-half of the previous season’s export, and prices realised 
did not in general cover the increased costs of freight, packing 
materials, etc. 

Throughout the year our branches proceeded with the utmost cau- 
tion and, having regard to circumstances, their results have not 
been unsatisfactory. 

CONFIDENCE IN IRAQ 

As regards Iraq, during the early part of the year there was a 
slackening of business in general, due to low prices for the country’s 
exports. 

At the outbreak of war banks suffered some loss of deposits, but 
all suggestions of a moratorium were discouraged by the Govern- 
ment, with the resuit that confidence soon returned and funds 
returned to the banks. 

The war brought increased prices for commodities and there was 
considerable activity in the wool and grain markets. The British 
Government came in as a buyer of barley. Exports as a result 
showed a marked increase over the 1938 figures. 

The date season worked for the first time as a monopoly, and 
seems to have proved satisfactory to al! parties. Our branches in the 
country continued to play a large part in the finance of both import 
and export business, and this has been reflected in the results 
obtained. 


IRAN AND CYPRUS 


In Iran the Government continue to control all foreign trade 
and exchange, and as a result our activities in that country remain 
restricted. 

The constant efforts of the Government to improve economic con- 
ditions are having good results, and the population is deriving appre- 
ciable benefits from the new roads, railways, factories, etc., which 
have been constructed. 

A greatly increased National Budget points to the activities and 
efforts being made. 

In Cyprus conditions during the year resembled closely those of 
1938. Crops generally were normal, and prices came under control 
of the Government as a result of the war. 

Mining activities continue to play an important part in the 
economic development of the colony. 

In common with other Near Eastern countries, there was a 
certain amount of financial anxiety last September, and, owing to 
withdrawals, some of the smaller bankers in the island were, at the 
reauest of the Government, assisted temporarily by the larger banks. 

Our branches have continued to handle—with satisfactory results 
—a large proportion of the available business, including the Govern- 
ment accounts. 

Our offices in London and Paris employed their liquid funds to 
the best advantage possible, and the result forms a far from negli- 
gible part of the total profits which we present to you, especially 
since they are fully available in the currency of our balance sheet. 


RESULTS OF THE AFFILIATED BANKS 


As regard our affiliated banks, the Banque de Syrie et du Liban 
experienced in 1939 those satisfactory climatic conditions for agri- 
culture and livestock which are essential for its activity. The forma- 
tion of an expeditionary force caused a further increase in the note 
circulation. 

The dividend for the year was fixed at 60 francs, free of tax, 
for fully paid-up shares of 500 francs each, on a capital of 
38,250,000 francs, as against 70 francs, tax free, in 1938 on a 
capital of 25,500,000 francs. 

In Jugoslavia, the Banque Franco-Serbe has profited by the 
localisation of the war far from the Balkan peninsula. 

The bank participated in the provisioning of the country in raw 
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materials from the Americas through the Mediterranean. Moreoye, 
a Franco-Jugoslav Trade and Payments Agreement concluded . 
the end of the year enabled them to transfer a part of their Profits, 
They paid a dividend of 6 per cent., as against 5 per cent, the 
year before. 

The British-French Discount Bank, Limited, at Athens ang 
Piraeus, in spite of the circumstances and the necessity to k 
large amounts of cash, has shown satisfactory results, but none 
of their profits can be transferred and, unfortunately, no early 
change in this state of affairs can be foreseen. 

The activities of our subsidiary, the Bank of Roumania, Limited, 
Bucarest, were also affected by the political events of last yea 
and were subjected to further restrictions. Despite this, however, the 
results were slightly better than in the preceding fiscal period, 

The outlook in that country must necessarily remain uncertain, 
and with trading conditions extremely difficult the bank continu 
in the meantime to maintain a high degree of liquidity. 


PROFIT AND DIVIDEND 


After deduction of all charges and expenses our transferable pe 
profits amount to £93,378 13s. 2d., which, with the amount brought 
forward from 1938—namely, £39,239 13s. 2d.—places at our dis. 
posal for the distribution of a total amount of 
£132,618 6s. 4d. 

The non-transferable profits for 1939, which are not included in 
the above figures, represent more than 2s. per share. These profity 
go to reinforce our local reserves. 

Your committee propose the distribution of a dividend of 3s, 64, 
as against 3s. for previous years. If you are good enough to follow 
their recommendation this dividend will be payable on July 2344 
in London only. The amount to be carried forward will bk 
£45,118 6s. 4d. 

The vacancy in the general committee left by the death in 1938 
of Mr E. W. H. Barry has been filled by the nomination of his 
successor in the management of the London office, Mr R. §.C 
Pearce. Mr Pearce has been associated with the London office of 
the bank for over 40 years, and it is with confidence that your 
committee recommend the ratification of his nomination. 

In the report you will see the names of the directors retiring by 
rotation in accordance with the statutes, all of whom, being eligible, 
offer themselves for re-election. 


dividend a 


TRIBUTE TO EXECUTIVE AND STAFF 


As is our custom each year, but more especially at this momen 
tous time, when each of us has to undertake new responsibilities 
and to furnish his maximum effort, I wish to pay a tribute to th 
staff of the bank—managers, heads of departments, and employees 
of all grades, who, without reserve, have everywhere proved theit 
devotion to our interests. 

I now beg to move, ladies and gentlemen: ‘‘ That the report and 
accounts now read be received and adopted; that the dividend for 
the year ended December 31, 1939, be fixed at the rate of 3s. 6d 
per share, and that this dividend be payable in London on July 23, 
1940.” 

Before I put this resolution I shall be happy to answer any 
questions. 

Sir John P. Hewett, G.C.S.I., K.B.E., C.1.E., seconded the res 
lution, which was carried unanimously. 

The Chairman next moved: “ That Mr R. S. C. Pearce be and 
he is hereby elected a member of the general committee.” 

This was seconded by Lieutenant-Colonel Sir Albert Stem, 
K.B.E., C.M.G., and carried unanimously. 

The Chairman then moved: “ That Monsieur Jean Boissonnas, 
Mr A. C. Gladstone, Viscount Goschen, Sir Guy Granet, Sir Gor 
don Nairne, Sir Albert Stern, and Monsieur Edouard Vernes be and 
they are hereby re-elected members of the general committee.” 

Mr F. Fisher seconded the motion, which was unanimously 
approved. 

The meeting then terminated. 












—— 


| Every year many hundreds of Companies publish Reports 
of their Annual General Meetings in The Economist, thereby 
reaching thousands of investors in the quiet of their own homes. 


Full particulars of the charges for inserting these reports 
may be obtained on application to The Reporting Manager, 
The Economist, 8 Bouverie Street, E.C.4. 
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GENERAL ELECTRIC COMPANY, 
LIMITED 


RECORD PROFIT 


The annual general meeting of the General Electric Company, 
limited, was held, on the 18th instant, in London. 

The Right Hon. Lord Hirst of Witton (chairman and managing 
director) said that in the report the directors had pointed out the 
yry considerable increase in debtors and stock, amounting to over 
§1,700,000. That was due not only to the increased activity at 
their works, but also to the fact that a large proportion of their 
pusiness was now done with Government Departments. That in- 
qeased activity, conducted at higher prices for labour and mate- 
fal, had necessitated additional finance; some £1,000,000 had 
ten provided by way of loan, and since March 31st a further 
$1,000,000 had been added to the loan. They had considered very 
thoroughly the method by which that finance should be obtained 
ind, having regard to the fact that it was required to cover their 
war efforts and to some extent, therefore, must be of a temporary 
character, they had felt it best to arrange for a five-year loan 
mther than to make an issue of permanent capital at a time when 
gureholders might find it impossible to take up their quota and 
when all their savings should be put behind the national effort. 
Another outstanding feature in the accounts was the amount 
applied to depreciation. Not only had they applied some £395,000, 
m increase of £15,000, to meet normal depreciation, but they had 
st aside a special sum of £100,000 for the same purpose. 

Some explanation might also be required as to the increase of 
sme £800,000 shown under the general heading “ Interests in 
Other Companies.” Those companies, both subsidiary and associ- 
ated, were, in the main, parts of the G.E.C. manufacturing orga- 
tisation and have been engaged, in the same way as the parent 
q@mpany, upon important work for the Government, 
additional finance. 

Finally, he came to the item which in normal years was the 
mjor item of interest, but which to-day was only of relative 
importance compared with the work they were privileged to do 
for the country. He referred to their profit figure, which, at 
£1,892,000, had established a new record in their history. That 
achievement was due to the fact that their works had been em- 
ployed to the utmost capacity and he was glad to think that their 
service to the Government was accompanied by their ability to 
maintain for their 30,000 shareholders, many of whom were small 
people, the dividend they had provided for them under normal 
conditions. 


requiring 


NATIONAL SERVICE 


It had usually been his pleasure at the annual meetings to give 
shareholders an account of their various technical achievements 
ind successes, but that day his lips must be sealed and so remain 
wtil the war was over. He could assure them that when that time 
arived they would be proud and thrilled to hear of all the work 
Which they had carried out for the Admiralty, the War Office, the 
Air Force and the Ministry of Supply, as well as for the Home 
Defence services. In all those activities their research laboratories 
had continued to play their part and they had ample testimony 
fom the Government of the value of the work they were doing. 
This war was essentially a technician’s war and the electrical in- 
dustry in all its phases had a vital contribution to make to the 
country’s war effort. 

The company’s works, which covered the whole field of activity 
fm heavy engineering to communication, and all the light indus- 
ties, were engaged to the fullest extent, with all their designing 
and manufacturing experience and all their vast and varied manu- 
facturing capacity, in helping to supply the fighting services with 
Whatever they required, whether it were for the company’s usual 
Products or in other directions. 

In spite of all those preoccupations on national work, however, 
they had managed to maintain their export business, which was 
‘qually vital for the success of the country’s war effort. From all 
their overseas markets, which were predominantly in the British 
Empire, they had received letters expressing surprise and congratu- 
lations at the flow of exports which they had succeeded in main- 
taining and those efforts were being strenuously continued. 

Mr M. J. Railing (vice-chairman and joint managing director) 
Sid that at each of their many works they were working day and 
hight to full capacity in order to achieve the utmost production 
of €quipment essential for the various services. 

The report was unanimously adopted. 
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NEW BROKEN HILL CONSOLIDATED 


DEVELOPMENT OPERATIONS 


The fourth ordinary general meeting of the New Broken Hill 
Consolidated, Limited, was held, on the 16th instant, at 95 Gresham 
Street, London, the Right Hon. Viscount Horne of Slamannan, 
P.C., G.B.E. (the chairman), presiding. 

The chairman, in the course of his speech, after reviewing the 
accounts for the year ended December 31, 1939, said that the 
circular shaft had now been sunk to a depth of over 1,400 ft., 
leaving rather less than 200 ft. to connect with the No. 12 level 
south drive. That connection would provide the first stage in the 
scheme of ventilation, and sinking to greater depths would there- 
after be continued. 

The results obtained in the Zinc Corporation property were 
eminently satisfactory; the new main shaft was completed in August 
to a vertical depth of 2,280 ft., and was now serving both mines. 

The information available from the Zinc Corporation operations 
and the location of payable ore at the boundary and at 1,000 ft. 
south thereof all appeared to confirm the forecasts made when the 
company was formed, and the results could be regarded as 
satisfactory. 

The most important work in hand was the development of the 
Zinc Corporation lead lode through their new main shaft, from 
which the south drives on the deeper levels would be extended to 
their own property. Of these, the south drives on Nos. 14 and 
15 levels were being advanced in ore of high grade, and work on 
No. 16 level would be commenced this year, after the sinking of the 
main shaft to the No. 17 level had been resumed. 

The date at which substantial production could be commenced 
depended on the rate at which those developments could be ad- 
vanced, and he warned the shareholders that that might be retarded 
by shortage of labour through service in the Forces and other war 
work in which Australia was playing a very active part. It was 
also dependent on the method finally adopted for the joint working 
of the lode in the Zinc Corporation and the New Broken Hill 
leases, a matter to which Mr W. S. Robinson had been and was 
giving close attention. 

The report and accounts were unanimously adopted. 


POWELL DUFFRYN ASSOCIATED 
COLLIERIES, LIMITED 


POWELL DUFFRYN STEAM COAL COMPANY, LIMITED 
WELSH ASSOCIATED COLLIERIES, LIMITED 





At the annual general meeting of Powell Duffryn Associated 
Collieries, Limited, held on the 17th instant in London, the 
Chairman, Mr Edmund L. Hann, stated that the profit amounted to 
£787,950, which was £26,000 more than that of the preceding year. 

During the year under review the national effort called for maxi- 
mum production from their collieries and works and the full em- 
ployment of their distributing organisations. A very different situa- 
tion was being faced to-day—a little more than a month ago the 
company was unable to meet the demands for all its products, but 
in the short intervening period, the greater part of the European 
market had been cut off. Mines, which had been working to capa- 
city, were not now fully employed, and it was not possible to 
forecast what the future held in store for the industry. 

Of the coal trade of Great Britain as a whole, only some 21} 
per cent. had been exported, yet in their own district over half of 
their output found an outlet in this way. South Wales would there- 
fore suffer a great dislocation of trade until it had been found 
possible to regain markets, or to readjust national deliveries. 

The installation of the “ Phurnacite” plant for the production 
of carbonised fuel to which he had referred at the last annual 
meeting was begun during the summer of last year, and work has 
been proceeding continuously. Difficulties in obtaining materials 
would delay its compeltion for many months. 

Sales of “‘ PhurnoD ” continued to increase. For boilers, stoves 
and all forms of heating, this product could not be surpassed in 
value and performance. Although in some cases there had been 
delay in executing orders, it was hoped now to have supplies avail- 
able to meet the increasing demands. 

The report was adopted. 

The annual general meetings of The Powell Duffryn Steam Coal 
Company, Limited, and Welsh Associated Collieries, Limited, were 
subsequently held; the reports and accounts were adopted and 
the dividends recommended duly declared. 
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TELEPHONE RENTALS LIMITED 


CONTRIBUTION TO THE NATIONAL EFFORT 


The annual general meeting of Telephone Rentals, Limited, was 
held, on the 15th instant, at West Dulwich. 

Mr Fred T. Jackson (chairman and managing director) said that 
in spite of the difficult trade conditions due to the war, all their 
British subsidiaries, with one exception, had traded at a profit, in- 
cluding the company showing a loss in last year’s accounts. With 
regard to the foreign subsidiaries, both of which operated in countries 
overrun by the enemy, they had been unable to obtain the final 
results of their operations for the past financial year, although they 
knew that they had both traded at a profit and that a dividend would 
have been forthcoming from at least one of them. In the books of 
the parent company no value was ascribed to the holdings in these 
foreign subsidiaries. 

During the year a favourable opportunity presented itself for the 
disposal of the company’s shareholding in an associated company in 
Australia. The Australian company had been quite successful, but 
the lines of development were by force of local circumstances rapidly 
diverging from the lines of development of the parent company’s 
business. The offer received from Australian interests had been 
accepted, and he thought it would be agreed that the financial result 
of the transaction was satisfactory. 

The dividends received from subsidiary companies showed an in- 
crease of over £5,000, and there was a net profit to be carried to 
appropriation account amounting to £127,367 as against £121,561 
for the previous year. A further £30,000 had been transferred to 
general reserve, increasing it to £200,000, and the directors recom- 
mended a final dividend of 6 per cent., making 10 per cent. for the 
year. 

It was impossible for him to emphasise too strongly that the work 
on which the company was engaged was of the greatest national 
importance. The factories with which they were associated were 
subscribers to the various services supplied by the company. He 
could say, without a shadow of doubt, that a breakdown in these 
services would affect factory output by a very large percentage and 
to a far greater degree now than would be the case in times of 
peace. Supplies of apparatus which they installed were difficult, 
especially just now when factories had to give priority to certain 
Government work, but after that priority their demands must be 
filled and they were not doing too badly in the circumstances. 

As to the future, progress was largely dependent on the con- 
tinuance of adequate supplies of apparatus, but he had every ex- 
pectation that they would be able to ensure supplies of a considerable 
part of the apparatus they used. It was, however, wise to take a 
pessimistic view of the position and consider that they might have 
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to curtail their activities. In such circumstances shareholders had 
to bear in mind the very large revenue the company had now securg 
and that a very big proportion of this revenue was derived from syp. 
scribers who were engaged directly or indirectly on war work. They 
might consider justly. and soberly on the evidence they had thy 
even if they temporarily ceased to expand, the future of the com. 
pany would not be jeopardised or its financial structure impaired, 
The report was unanimously adopted. 


BRITISH GLUES AND CHEMICALS 
LIMITED 


CONTINUED 








PROGRESS 


The twentieth ordinary general meeting of British Glues ang 
Chemicals, Limited, was held, on the 17th instant, at the Connaught 
Rooms, London. 

Mr T. Walton, F.C.A. (the chairman), who presided, said: Oy 
profit for the year ended April 30, 1940, after writing off the balance 
of A.R.P. expenditure and £3,869 in respect of foreign trade invest. 
ments, augmenting by £30,000 reserve for war and other contingen. 
cies including fluctuations in the cost of raw materials and ip 
selling prices, and providing for Excess Profits Tax, was £113,000, 
subject to income tax. 

In the first four months of the year, during which we had been 
giving special attention to export trade, we were ahead of the corre. 
sponding months of the previous year—greater production, increased 
deliveries and satisfactory profit; at the outbreak of war the German 
and several other of our European markets were at once closed and 
of our production has directly or indirectly 
supplied national needs, and we have been able to help the Ministry 
of Supply, the Ministry of Food and other Government Departments, 

Turning to the balance sheet, during the year our capital assets 
have been maintained in a condition of high efficiency and we have 
ided for depreciation. Our investments in British Govem- 
ment securities have increased by nearly £63,000, largely due to 
our support of recent Government loans; and our bank and cash 
balances are higher by almost £21,000. The increase in our lia 
bilities by £139,000 is due in part to expanded trade, but in the 
main it is due to provision for Excess Profits Tax and Income Tax. 

Turning for one moment to the consolidated balance sheet, you 
have probably noticed the growth in the excess of current assets of 
parents and subsidiaries collectively over the whole of our liabilities 
and provision for dividends, from £407,000 a year ago to £458,000 
at Apri! 30, 1940. And further you will have noticed that our 
reserves and carry forward now exceed our issued ordinary capital. 

Ladies and gentlemen, British industry may yet have a rough 
journey, but our company may face with tranquil confidence what- 
ever the future may hold. 

The report and accounts were 


since then a large part 


mply prov 


unanimously adopted. 


Renn nnnn nn nn nn nn NN NN NT 


(Continued from page 100) 
increase in the export quota, it has been 
reported this week that the production 
quota in Malaya has been raised from 80 
to 100 per cent. of domestic assessment 
for the third quarter of this year. 


Grains. — Wheat futures in Chicago 


From 
(’000 quarters) 











AND FLOUR 


| Week ended 


WORLD SHIPMENTS OF WHEAT 


Rubber.—The fall "in the’ price fof 
rubber during the week has been due to 
the dullness of the market; forward posi- 
tions have not declined to the same extent. 
Figures of Malayan stocks outside the 
regulated area, published this week, show 


From Aug. 1to 


July July | July 
is, | 








are several cents lower than last week, due | aioe i, 3 little change on the month; they a 
to hedging of the new American winter 1940 | 194( 32.411 tons at the end of June, compare 
crop. Chicago prices are now almost as with 32,770 tons at the end of May 
é . | 
low as those at Winnipeg. American N. America ........... | 398 | 524 | 29,730/25,507 
° . tT 7 | 7190.045 
farmers are anxious to take advantage of Goaeatint, Uruguay. | 7| 341 bet be oes 
the new Government loan facilities, the ee ores | ili Nee 624\ 114 
basis of which is about 9c. above the Danube and district 92 74 9,525/10,417 FORTNIGHTLY INDEX OFNWHOLESALS 
current market price. River Plate maize Other countries ...... 2,272) 345 PRICES te an U.S.A. 
prices have advanced 1s. per quarter, which a... 917 | 939 | 72,809 61.874 
suggests a successful outcome of the 
negotiations between the British and Mar. July Aug. July July 
Argentine Governments. New maximum “AeneeetNet si 5 Sereennene mp ee ite 2. ae | adie | saab 
prices have been fixed for feeding barley, oe aaictibie ' 
oats and rye. Source: The Corn Trade News 
WORLD SHIPMENTS OF MAIZE AND The ae 
MAIZE MEAL . ; ai dle CT a ee ee 
ome ane Seen ns : i io eae Sa ng 70:4 62-8 61 1 80:3 80:1 
y } 4 + > TV T 16 recetahie ore ¢ > or ti B ccocce ~ : 
Week ended From Ap. 1 to most essenti al vegetal te ols os ae age nag aie... 74:2 53-4 54:3 88 °6 o : 
From July | July | July | Jul current requirements, including the 1 as... 113-2 92-3 95-4120-4 121 
(000 quarters) "6, | 13, | 35, | 13, creased demand for margarine and cook- Miscellaneous ... | 87°0 75-5 77-6 110-8 110°0 
1940 1940 | 1939 1940 ing fats. Technical oils for soap and paint 6k. tngex | 87-2 69-8 703 979 901 
; manufacture are being released by the —— —______ ___ _—_~ 
; 7 50K 3. O7K . ° . 0.0 oan. > 4.6195 
me ey ee ee +t = aes ene Control in fairly large quantities. Argen- 1913 = 100.0... 1199 96-1 96-8 134-6 13: 
ao 3¢ 924 | 543 ina has only 200,000 tons of this season’s , ‘mascaaed (eciieal tateidais * 
Danube Region ...... 33 56 24 543 tina has only 200, a 
S. & E. Africa ........ ooo coe” 494 7 ot linseed unsold, but there is an unex- dex (U.S.A.) 100:4 83-7 83:-488-5* 
Indo-China, etc. ..... eee | ee 459 _ 91 pectedly large crop in the United State: 
Total ....-.+-+++++ 253 190 _8,778 | 5,872 Official prices ot controlled vegetable oils, * This figure is the latest available; it relates to 
* Not received. + Incomplete since June 8th animal fats, oilcakes and meals are un- cae deb 
Not received. 7 complete sin ne 8th. 


changed. 


Source: The Corn Trade News 


Highest leve! reached during the 1932-7 recovery. 
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July 20, 1940 


CURRENT 


GOVERNMENT RETURNS 


For the week to July 13, 1940, total 
odinary revenue was {20,650,000, against 
odinary expenditure of £64,240,000 and 
gues to Sinking funds of £250.000. Thus, 
igluding all sinking fund allocations, 
the deficit accrued since April Ist is 
(605,488,000, against £176,459,000 (includ- 
ing defence loan issues) for the corre- 
sponding period a year ago. 

ORDINARY AND SELF-BALANCING 
REVENUE AND EX ENDITURE 


Receipts into the Exchequer 
{ thousands 


Apr. 1,:Apr. 1, 








1939,’ 1040, Week | Week 

Revenue Esti- i. oe ended | ended 

mate, July July July July 

1940-41 5% “15 is, | 13, 
> 3 C c 

1939 | 1940 | 1939 | 1940 

ORDINARY 

REVENUE 
Income Tax... | 450,500 20,596 40,823 5,467 8,519 
Sur-tax........- | 75,000 7,300 7,160 270 350 
Eaate,  etc., 

Duties . 85,100 24,440 26,960 1,370 1,610 
Sumps.......++ 19,000 4,910 3,780 430 210 
ND.C........ - | Lapggg £240, 5,420 450 160 
a 9,560 1,630 
Other Inland 
Revenue ... 1,000 290 130 20 10 
Tol In. Rev. 700,600 63,776 93,833 8,007 12,789 
Customs ...... 302,050 72,280 81,313 
Babisbesss 164,050 29,340 38,100 
Total Customs 
and Excise... 466,100 101620119413 6,026 6,127 
Motor Duties 35,000 5,834 6,698 79) 974 
P.O. (Net 

Receipt 13,291 2,964 3,850 1,450 600 
Crown Lands 1,150 320 280 
Receipts from 
Sundry Loans 5.000 1,512 476 109 53 
Mis. Receipts 13,250; 1,533 5,142 ] 107 
Total Ordinary 

Revenue ... 1234391 177559 229692 16,384 20,650 

SELr-Bav. 

Post Office and 
Broadcasting 86,222 21,036 22,250 800 














Total 1320613 198595 251942 16,384 21,450 
Issues out of the Exchequer 
to meet payments 
£ thousands 
j\Apr. 1, Apr. 1, 1 
Expenditure 1939, 1940, ™ eck Week 
Esti- on he ended ended 
mate, July Jul : July July 
1940-41 “75% 715" 15, 13, 
1939 1940 1939 1940 
ORDINARY 
EXPENDITURE 
int, & Man. 
ofNat. Debt 230,000 88,319 90,892 1,529 996 
Payments to N, 
Ireland... 9,400 1,911 1,928 
Other Cons. 
Fund Serv. 7,600 3,186 3,195 247) 244 
Total ...... 247,000 93,416 96,015 1,776 1,240 
Supply Serv. 2419790 258555 737066 17,000 63,000 
Total Ordinary 
qaenditure 2666790 351971 833081 18,776 64,240 
ELF-BAL. 
Post Office and 
roadcasting 86,222 21,036 22,250 800 
Total 2753012 373007 855331 18,776 65,040 


Mtg 1939 figures include expenditure out of defence 


After increasing Exchequer balances by 
£313,064 to £3,099,023, the other opera- 
lions for the week (no longer shown sepa- 
fately) raised the gross National Debt by 
444,535,100 to about £9,549 millions. 


OTHER IssuES (NET) 
(£ thousands) 


Overseas Trade Guarantees .......-.0seseeeee . 56 
} go Turkish Armaments Credit) ... ; 84 
‘.and Teleg. (Money) Acts .......++ ; . 250 
390 
OrTHER Receipts (NET) 
(£ thousands) 
Land Settlement Acts ........c.00000 8 
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Finance 


AGGREGATE ISSUES AND RECEIPTS 
The aggregate issues and receipts from 
April 1 to July 13, 1940, are :-— 


(£ thousands 


Ordinary Exp. ... 833,081 | Ord. Revenue ... 229,692 
Misc. Iss. (net 3,487 | Gross. borr. 609,679 
Inc. in balances 704 | Less— 


2,099 
607,580 


837,272 


| Sinking fds. 
Net borrowing . 


| 
} 

~~‘ 
837,272 


FLOATING DEBT 


(£ millions) 


ls Ways and 
I Bilis Means 
, Advances = Total |. 
> Float- 
Date Float- ine 
Bank ing  caate 
Ten-  -pa,, Public) of | Debt | “**** 
der P | Depts.) Eng- 
1939 land 
July15 494-0 | 562-8| 43-1 1099-8 | 605-8 
1940 
Apr. 6 716:0 706°3 | 55-0 1477:3 761-3 
» 13 + 701-0, 708:4)| 56-4 1465-8 764°8 
5» 20) 686°0, 637°5|) 38-9 1362°4 | 676°4 
» 27 675:0  674°1) 46°3 1395°4 | 720°4 
May 4 675:0 707-9) 49°3 1432:2  757:2 
so 11 685-0 | 722-1) 53-0 1460-1 775-1 
» 18 695-0 733°6| 40°3 1468-9 | 773-9 
» 25 700-0 746:5 49-4 1495-9 | 795-9 
June 1 710-0, 787-5; 50:4 1547°9 | 837-9 
9 8 | 725-0) 822-4; 47:9 1595-3 870-3 
» 15 740°0 842-4, 53:9 1636-3 896°3 
» 22) 755-0 861-1) 42°3 ove 1658-4 903-4 
» 30 770-0 856-0 36-6 .-- |1662°6! 892-6 
July 6 785-0 Not available 
s 13. 800-0 ”» » 
TREASURY BILLS 
(£ millions) 
Per 
Amount Cent. 
Date of Average | Allotted 
Tender Rate \ at. 
Offered APPlied ayottea) =| Mink 
Rate 
1939 s. d. 
July 14 35-0 64°5 35:0 15 8-99 51 
1940 
Apr. 5 50:0 94°5 50:0 20 8-33 51 
oo 12) 50-0 90-6 50-0 20 8:16 52 
» 19| 50°0 | 111°8 50:0 20 6:87 31 
9 26) 55-0 | 115°7 55:0 20 4:98 36 
May 3 60:0 113-2 60:0 20 4°81 45 
» 10 65:0 111-6 65:0 20 4:82 52 
» 17, 65°0 | 116:°0% 65-0 20 4-86 47 
» 24 65:0 117-7 65:0 2 4°81 45 
» 31) 65°0 | 131-3 65:0 20 4:11 30 
June 7 65:0 116°4 65:0 20 4:77 46 
» 14 65:0 102-0 65:0 20 5-41 59 
»» 21} 65°0 97°6 65:0 20 4:97 60 
» 28 650 | 110°3 65:0 20 5:22 51 
July 5 65°0 1054 65:0 20 5:10 55 
»» 12: 65-0 112:3 65:0 20 497 48 


On July 12th applications at £99 14s. 10d. per 
cent. tor bills to be paid for on Monday, Tuesday, 
Wednesday, Thursday and Friday of following week 
were accepted as to about 48 per cent. of the amount 
applied for and applications at higher prices in full. 
Applications at £99 14s. lld. for bills to be paid for 
on Saturday were accepted in full. £65-0 millions of 
Treasury bills are being offered on July 19th. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 24% 
BONDS SUBSCRIPTIONS 


£ thousands) 


Week ended N.S.C. 3% Bonds 212% Bonds 
FUG Zo sccsecess 5,732 4,290 Y 
DURE eB vevccteien 4,728 6,849 | f ©1000 
ss WP cacudnss 5,364 10,636 30,469 
ae i nee 18,187 


Totals to date 120,265* 119,980* 109,656t 


* 33 weeks. + 4 weeks. 


Interest free loans received by the 
Treasury up to July 16th amounted to 
5,780 of a total value of £11,850,991. The 
Revenue Returns no longer show the 
amount of principal of savings certificates 
and 3° defence bonds which has been 
repaid. 


{ 


105 


STATISTICS 


BANK OF ENGLAND 
RETURNS 


JULY 17, 1940 
ISSUE DEPARTMENT 


4 4 
Govt. Debt.. 11,015,100 
Other Govt. 

Securities .. 614,847,975 
Other Secs. 3,627,753 
Silver Coin.. 509,172 


Notes Issued: 
In Circultn. 608,917,033 
In Banking 

Dept. 


21,319,725 


Amt of Fid. 
Issue 

Gold Coin & 
Bullion (at 
168s. per oz. 


TC) — ccccee 


630,000,000 


236,758 


630,236,758 630,236,758 


BANKING DEPARTMENT 


£ £ 
Props.’ capital 14,553,000 Govt. Secs... 155,867,838 














Rest 3,389,842 | Other Secs. : 
Public Deps.* 56,037,981 Discs., etc... 3,025,705 
a Securities... 23,039,398 
Other Deps. : —_—_—_ 
Bankers 79,165,778 26,065,103 
OtherAccts. 51,234,215 | Notes... 21,319,725 
—--- Gold & Silver 
130,399,993 + eee 1,128,150 
204,380,816 204,380,816 


* Including Exchequer, Savings Banks, Commis- 
sioners of National Debt, and Dividend Accounts. 


THE WEEK’S CHANGES 


(£ thousands) 


Compared with 








Amt. = 
Both Departments ay oh i. ioe hat 
. Week Year 
COMBINED LIABILITIES 
Note circulation .......... 608,917 1,461 + 101279 
Deposits : Public .......... 56,037 33,845) + 27,656 
Bankers’....... 79,165! — 27,835 16,355 
CGE decccece 51,234.+ 3,450 14,811 
Total outside liabilities... 795,353 7,999 + 127391 
Capital and rest .......... 17,943 21 86 
COMBINED ASSETS a 
Govt. debt and securities 781,731)+ 8,430 +377543 
Discounts and advances 3,025 850 6,095 
Other securities .......... 26,667|+ 683\+ 1,771 
Silver coin in issue dept. 509) — 2 202 
Gold coin and bullion 1,365, — 241, — 245711 
RESERVES ——— ———_- — 
Res. of notes and coin in 
banking department... 22,448}+ 1,220 16,990 
Proportion”? (reserve 
to outside liabilities in 
Bankg. dept.) ......... 12:0 0-1 12°5% 
COMPARATIVE ANALYSIS* 
(£ millions) 
1939 1940 
July June | July July | July 
19, | 26 3 10 17 
Issue Dept. : 
Notes in circ... 507:6 602:2, 608-2 610°4 608-9 
Notes in bank- ' 
ing dept. ..... 38:8’ 28:1, 22:1; 19°9| 21:3 
Govt. debt and 
securitiest.... | 299-1 626-2) 626:7 626°6 625-9 
Other secs. ... 0-2 oo 2°8 2:8 3-6 
Silver coin .... 0:7 0:5 0:5 0:5 0:5 
Gold, valued 2464 0-2 0:2 0:2 0-2 
ats. per f.oz. 148-50 168-00\168-00 168-00 168-00 
Deposits : 
SE sconnagen 28:4 58:0 16°6 22:2 56:0 
Bankers’........ 95:5 82-7) 140-1 107-0; 79-2 
CHEMGTD sccccccee 36:4, 50:3) 48-8 47-8 51-2 
"BOOB cence ssoces 160°3 191-0) 205-5 177:0 186°4 
Bkg. Dept. Secs. 
Government... | 105-1 151:°1| 171:2 146-7 155-9 
Discounts, etc. 9-1 4:7 5-4 3-9 3-0 
SO dtiicccnecs 24:7; 23:5} 23:2; 23-1; 23:0 
CC ee 138°9 179-3) 199-8 173-7 181-9 
Banking dept. 
TOBETVE cccccceee 39:4, 29°5| 23:6 21:2, 22:4 
“ Proportion ”’ 24°5| 15°44) 11:4 11-9) 12:0 
* Government debr is £11,015.100; capital 


£14,553,000 t+ Fiduciary issue raised from £580 
millions to £630 millions on June 11, 1940. 
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OVERSEAS BANK 
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SOUTH AFRICAN RESERVE BANK 


July 20, 1949 


FEDERAL RESERVE REPORTING 




















RETURNS Million £’s MEMBER BANKS.—Million $’s 
une ine 21¢ 1e . 
. oo - =e | rae June June June June 
U.S. FEDERAL RESERVE BANKS ASSETS 1939 | 1940 | 1940 | 1940 etn ste 19, 26, 
Milli 3° Gold coin and bullion | 26°64, 36°34) 37-30) 38-42 ASSETS 1 o 10 1940 1949 
, ulion 3S Bills discounted ......... 8:06} 8-43) 8-37) 8-15 — total .....s.ss0s —_ ise 8; 444 8,435 
12 U.S.F.R. BANKS July July July July Inves. & other assets ... | 15°74) 25-54) 26-96) 27-75 SIVOREEINOTIED a sssccscesee 15,192 15,1 » 152 15,14 
RESOURCES 5, 11, 18, LIABILITIES | Reserve with F.R. bks = 11,308 11,429 11,595 11,669 
Gold certifs. on hand 193 9 1940 1940 1940 Notes in circulation ... | 16°57) 20-31) 19-89) 19-99 Due from domestic bks, = 3,243 3,255, 3,279 3,2 
and due from Treas. 13,651 17,840 17,944 18,028 Deposits: Government! 3:04) 5:90) 6-15) 7-42 Liasicitigs an a06| 20 
Total reserves ......... 14,015 18,190 18,316 18,406 Bankers’ 23-43| 33-14) 36-89| 35-25 Deposits: Demand ... 20,306 20,615 20,495 20,64) 
Total cash reserves ... 356 338 360 368 Others ...... | 4:35| 6-44) 5-72) 6-97 ow seceee 5,318| 5,311 5,396 5,312 
Total U.S. Govt. secs. | 2,515 2,450 2,450 2,450 Reserve ratio ........+.+. 56 °4% 154-5 '54-2° 155-0 S. Govt. 584 I52 382 
Total bills and secs. 2,533 2,461 2,461 2,461 Inter-bank 9,188 9,136 8,985 9,193 
Total — nena 17,370 21,488 21,556 21,779 
IABILITIES BANK OF CANADA.—Milli , : Te 
FR. notes in ciren. ... 4,509 5,248 5,232. 5,230 oe A-—Milion Con. $ BANK OF JAPAN.—Million yen 
Excess mr. bank res.. _ 4,490 6,810 6,830 6,880 June June June | July May | May | June | Jun 
Mr. bank reserve dep. 710,412 13,737 13,764 13,863 19, | 26, | 29, | 3, is, | 25, |°1 a 
Govt. deposits ......... 264 221 207 278 ASSETS 1940 1940 1940 . 1940 ASSETS 1940 1940 1940 1949 
Total deposits ......... 11,810 15,203 15,336 15,440 +Reserve: Gold......... , oes Coin & bullion: Gold 501-3, 501°3 501-3 501.3 
Total liabilities ......... 17,370, 21,488 21,556 21,779 ,, Other ...... 92 8-9 3-3} 2°8 Other’ 31°4 34:6 34:6 35.7 
Reserve ratio ............ 85:9% 89% 89% 89 PSocurithes ......0ccccccce 514-7 521-2 521-4 541-0 Foreign exch. fund 300-0 300-0 300-0 300-0 
BANKS AND TREASURY : LIABILITIES Discounts and advances 526°6 524°6 549-3 5 
RESOURCES Note circulation......... 250°9 267-1 272:6 279:1 G 557 65 27 +40 
é oe = ole “19 overnment bonds 2557° 1/2651 +8 2769- 1/2610-] 
Monetary gold stock 16,191 20,063 20,166 20,256 Deposits : Dom. Govt. 37-6 39-1) 36-6) 333-9 tee gar 285-4! 201-4 25 
U, 20, 20, E ; nae c , Agencies’ accounts...... 285°4 291°4 250:0) 230-7 
Treas. & bk. currency 2,890 3,014 3,015 3,016 Chartered banks... 218:7 203:4 208-6 216:°7 LIABILITIES 
aeeneeen maathimedh ean) aioe Notes issued ............ 3066 8 3185-9 3373-231883.9 
circulation... 3022 7,92 : 7,872 + Gold & foreign ex. transferred to Foreign Deposits: Government 753°1 745°0 678:9 673.9 
Treas. cash and dep.... | 3,294 2,411 2.488 2,477 Exchange Control Board against securities. Other ...... 142°7) 169°4 128-1) 101-3 
yr ‘ y 1: 1 ~ . y 
EXCHANGE RATES PROVINCIAL BANK CLEARINGS (£ thousands) 
_ 2 Rates Fixed by Bank of England Week Asovesate Week Aggregate 
The following official exchange rates were fixed by the Bank of England between ended January 1 to ended January | to 
July 12th and July 18th. (Figures in brackets are par of exchange 
U.S. $ (4-8625) 4-0212-031; mail transfers, 4-0212-0334. Can. $ (4:8623) 4:43-47; July July July July July July July = July 
mail transfers, 4-43-4714. Sw. fcs. (25-2210), July 12-15, 17-75-85; July 16-18, 15,’39 13,40 15, 39 13,’°40 15,°39 13,’40 15,39 13% 
17-70-80. Sw. kr. (18-159) 16-85-95. Arg. pesos (11°45), July 12-13, 17-00-13 ; ; 
mail transfers, 17-00-15 ; July 15-18, 16-90-17-13; mail transfers, 16-90-17-15. Working 
Batavian Fl. (12-11) 7-58-62; mail transfers, 7-58-64. Bel. Congo Fr. 17612-54. days :— 6 6 165 165 | Newcastle 1,279) 1,059) 42,788) 38,412 
Birmingham | 2,606, 2,901) 67,886 64,663) Nottingham 434, 501) 13,895) 12,267 
Forward Rates Bradford 709) 2,923) 23,521) 45,487 tee 
‘ Forward rates for one month have remained uncha as follows: America, Bristol 1,207} 1,803) 37,059 48,074 ) Towns... 2109 227231 635801)7381% 
54 cent pm.-par. Canada, 12 cent pm.-par. Switzerland, 3 cents pm.-par. Sweden, Hull 760} 700) 22,440) 22,572 si Weed 
3 ére pm.-par. Batavia 11) cents pm.-par. Leicester 781; 903) 20,013 21, 461 Dublin ‘ 5,222 6,162 175937 171095 
Te te Liverpool 4,181) 4,705 140404 163035) Sheffield* .. 743, 653) 30,245) 1863 
MARKET RATES Manchester | 9,135)11736'267795/322165' Southamptont 88 1,018 
>. . 1 ' = - . > 7 ‘ “Le 
London on Aa bond July 12, July 13, July 15, | July 16, July 17, July 18 May aban cheque clearing discontinued Sept. 7, 1939. t Clearing begun 
Sa 1940 1940 1940 1940 1940 940 , > ; . 
per’, MONEY RATES, LONDON 
Tallinn, Ekr. 18-159 14* 14* 14* 1453* 145,* 1455* The following rates remained unchanged between July 12th and July 18th: 
Riga, Lats. ... | 25-2212 1814* 1814* 1859* 19* 18/,* 185,* Bank rate, 2 changed from 3°, October 26, 1939). Discount rates: Bank Bil, 
Budapest, Pen. | 27-82 1959* 1959* 1934* 2010* 1814* 18* 60 days, 1 3; 3 months, 1 ; 4 months, 1))¢6-1! ; 6 months, 1)g-Lly%, 
Kovno, Lit ... | 48-66 2053* 2053* 2053* 215g* 2114* 21* Treasury bills: 2 months, 1-1 ; 3 months, 1! Day-to-day money, 
. a7 rJ 145* 145* 145* 150* 150*. 150* 3q-Llg Short loans, 1-114 Bank deposit rates, | Discount deposits a 
os Din. 276-32 UL) 185*(g) =185*(¢g 185*(g)} 190*(g)) 190*(¢g 190*(¢ call, o> at notice, 54%. 
0 eV...... |673-66 290* 290* 295* 305* 305* 300* . AN > ke 
Helsingfors, Mk 193-23 190-210 | 190-210 | 190-210 190-210 | 190-210) 190-210 GOLD AND SILVER 
Alexandria, Pst 97lo | 973e— O730- 97 9732-52 | 97 97 The Bank of England’s official buying price for gold remained at 168s. 0d. 
> 2 7 ; : P per 
3714* 37 14* 37 14* 37 14* 37 14* 37 14% fine ounce throughout the week. 
Madrid, Pt. ... |25°2212 38-10(b)| 38-10(b)) 38-10(6)| 38-10(5)) 38-106) 38-1008 In the London silver market prices per standard ounce have been as follows :— 
: 43-80(c) 43-80(c) 43-80(c)) 43-80(c)) 43-80(c)) 43° 80(¢ Date Cash Two Months Date Cash ‘Two Months 
Lisbon, Esc.... 110 99-101 991o- 991>— 99 1lo- 9915- 99 d. d. d. d. 
; 101 1011, 1011p 101 01 Be IR snesssess 21%, 21 July 17....0..+. 22 2113 
510* 510* 510* 510* 510* 510 D -enntvecnse 2llig 2154 »o we 22 2 
Istanbul, £T 110 4 520(b) | 520(6) | 520(6)| 520(6) | 520(6) | 52008 dies 235,; 2154 
Athens, Dr. ... 375 515* 515* 515* 515* 515* 330" TOUT y , rN T° Troe 
Bucharest, Lei 813-8 800* 800* 800* 800* g00* R00* NEW Y ORK EXC HANG 3E RA I ES 
India, Rup. ... | t18d.  1715j6- 1715; 6- 7 — |17l5j6— [1715;6- [1715;6- : 7, 
181; 18li¢ 18! : 18], 18 — July 11, July 12, July 13, July 15, | July 16, July1!7, 
Kobe, Yen..... |24-58d.)155;¢- 152) lig- (149; 149% 6— 11413), New York on 1940" 1940 1940 1940 1940 1940 
151¢ lly, l “53 f 15 15 ~% 
Hongkong, } bs 147g-151lg 147-151, 1e~1531, 3 147e-151g 1479-1519)147p-15 London oo Cents Cents Cents Cents Cents Cents 
Rio, Mil........ +5 -899d.| Nominal | Nominal Nowninal Nominal Nominal) Nominal 7 Cables orsees seeeeeeeeneee 368 369! 371 386 8 384 4 378%) 
Valparaiso, Pes 40 95* 95* 95* 95* 95* 95* Switzerland, Fr. .... 22:66 22°67 22°67 22-72 22:71 22°72 
Lima, Sol. (e). | 17-38 |2217—2519|2212-251p 2217-251» 231 2-2619|231>-2610|23 12-26 Italy, Lire...........+. 5-05(c) 5-05(c) 5-05(c) 5-05(c) 5-05(c) 5-05 
Montevideo, $ |+ 51d. 2214-2414}2214— 2414 2214-2414'201> 9120 1o—-2310/201>~23 Berlin, Mark ......... 40°05 40-05 40-05 40-05 40-05 40:05 
Singapore, $.. [t 28d. (28116516 |28116-516 |28i16—S16 (2 12811 e—5i6 | 2Blie—r¢ Stockholm, Kr. .......... 23°87 23-88 23:87 23-89 23°89 23 89 
Shanghai, $ .. + 3 na lg | 35p—41g | 35¢ era 4 39) e—4316 |31116—43 | Montreal, Can. § ........ 85°625 87-000 87:125 87:500 87-750 87:625 
Bogota, Pes. 57ge | 57g* 6le* 6lo* | BE AON cnsscccesssense 23°48 23-48 23-48 23°48 23°48 23°48 
7 owes Ric cinensabeénne 12 6°10 6°10 6°40 6°30 6:35 
* Sellers. § Buyers. + Nominal. * — per unit of local currency. Shanghai, $ ae oo ao <4 19 ze | 9 1.754 9 K+ 91.75% 
(a) Approximate : rate. (6) Official rate for payment at the Bank of England for SS ay * ty * ca” 7 oe “s. io” “ tar 4 0” 
Clearing Offices. (c) Voluntary rate for payment at the Bank of England. eee eoierneemeeeeenee eS 
(e) 90 days. (g) Trade payments rate. t Official buying rate 29-78 (c) Nominal. 





BANK STATEMENTS 
MIDLAND BANK LIMITED 














(£000’s) 
LIABILITIES ASSETS 
June 30, June 30, June 30, June 30, 
1939 1940 1939 1940 
Capital paid up ......... 15,159 15,159 | Cash at B. of England... 45,639 55,280 
Reserve fund 12,411 12,411 | Balances on other banks 17,240 22,021 
Current, deposit and Money at call,etc. ...... 28,493 19,752 
other accounts ......... 468,632 509,810 | Investments ........... . 111,639 122,571 
Acceptances and con- | Bills discounted ......... 28,822 23,850 
firmed credits ......... 9,464 7,521 | British Treasury Bills ... 25,768 67,634 
Engagements ............ 9,662 9,559 | Advances . 219,976 207,542 
| Acceptances 19,127 17,080 
Premises 8,862 8,893 | 
Other properties, etc. 809 798 
Yorkshire Penny Bank... 937 937 
Capital reserve and un- 
divided profits of 
subsidiary banks .. 8,016 8,102 
Total 515,328 554,460 Total 515,328 554,460 
GLYN, MILLS & CO. 
(£000’s 
LIABILITIES | ASSETS 
June 30, June 30, | June 30, June 30, 
1939 1940 1939 1940 
CE noc ccccrccescoesesse 1,060 1,060 | Coin, etc., at Bank of 
Reserve fund ............ 530 850 | England 5,476 5,290 
Bank premises account... 305 | With other banks 3,006 3,675 
Current, deposit and Money at call, etc. 8,337 6,986 | 
other accounts .... 34,170 38,863 | Bills discounted 211 1,342 
Acceptances, etc 4,143 4,097 | Investments 9,405 12,239 
Advances ‘ 8,890 10,501 
Acceptances, etc. ...... 4.143 4,097 
Premises 740 740 
Total 40,208 44,870 Total 40.208 44,870 


LLOYDS BANK LIMITED 
LIABILITIES (£000's ASSETS 


June 30, June 30, June 30, June %, 
940 


1939 1940 ° 1939 1 
Paid-up capital............ 15,810 15,810 | Cash 41,582 47, 
Reserve fund és 9,500 9,500 | With other r banks + 14,978 15,587 
Current deposit and Money at call, etc. 25,652 29,683 
other accounts ........ 396,423 439,955 | Balances abroad 3,686 4,066 
Notes in circulation Treasury bills ; 30,480 67, 
(Isle of Man)............ 6 8 | British bills of exchange 9,840 3,7) 
Acceptances ............ 3,080 1,698 | Col. and for. bills ... 1,709 1,203 
Endorsements . 33,637 32,887 | Brit. Govt. | Short... 28,131 4433 
Stocks ... f Other 59,969 46,39 
Ind. & Col. Govt. stks... 14,608 15,26) 
Invest. in other banks 2,397 2,310 
Other investments 1,947 1,650 
Nat. Bk. of Scotland.. 3,024 3,00 
Indian premises ... 55 5 
Lloyds Nt. Prov. For. TO 


Loans and advances . 165,598 156, 


Items in transit 8,264 17,137 
Other assets ... 1,723 1, 
Bank premises . 7,496 7,40 
Acceptances 3.080 1,6% 
Endorsements . 33,637 32,66) 


158, 156 499,858 Total 458,456 499,85 


COUTTS AND COMPANY 


rotal 


LIABILITIES £000’s ASSETS . 
June 30, June 30, June 30, June % 
1939 1940 1939 1940 
Capital issued . 1,000 1,000 | Cash at B. of England... 2,079 % 
Reserve fund ma 1,000 1,000 | Balances with other banks 749 id 
Current, deposit and Money at call, etc. ...... 2,636 a 
other accounts 21,753 25,613 Investments 6,817 3) 
Acceptances, efc. ........ 725 713 | Bills discounted . 1,126 26 
Advances 9,934 38 1 
Premises . 412 ‘i 
Acceptances, etc. 135 pi 
Total 24,478 28,326 Total . 24,478 2838 
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June 
26, 
1949 
| 8 1a ~ 
Sas THE WEEK’S COMPANY RESULTS 
| 11,669 al a ia eal ci tates 
) 3,272 — Vo oa) hae ee 
| s Appropriation Preceding Year 
20,681 . niet lta, ree — . 
) 5,312 Company or hee eprecia~ | after Deb. Mo Difference 
: : 580 Ending Profit tion, etc. Interest | —- Pref Ord. — To Free in Carry Total Net Ord. 
1103 | Div Div. © Reserves | Forward Profit Profit Div. 
| (+ or 
en Fe z £ - Cc - ( e ~ - - ‘ 
£ 4 4 4 | 4 & 4 £ > 
June IFinancial, Land, etc. | 
8, Beecham Maclean Hldgs. | June 30 503,500 sae 313,821 314,765 63,352 | 168,844 27:4 81,468 157 275,4705 197,3255| 161lob 
1940 Central Commercl. Prps. | June 30| 105,530 2 ¢: 49 31,684 13,717 | 7,225 8 1,307 110,575 30,963 12 
) 501-3 City of Lond. Bry. & Inv. | June 30 234,414 : 144,947 224,225 124,622 17,956 5 2,369 247,439 172,665 7 
) 35-7 Cons. Sisal Est. E. Africa | Mar, 31 35,601 10,470 7,850 10,842 , | -_ | 7,850 21,352 1,569 Nil 
| 300-0 N.S. Wales Land, ~. - Jan. 31} 5,395 705 1,611 3,660 t Dr.2,500 455 8,142 3,784 | 8 
544:0) — Coal and tee 
2610+] 1 (W. BE Ra Dsasedeves Mar.31| 207,715 46,616 141,098 | 211,989 9,746 | 82,036 15 55,000 5,684 221,367 155,348 15 
) 230:7 cae ey Collies . | Mar.31 | 252,339 32,500 | 110,868 171,378 11,359 60,000 1¢ | 37,791 1,718 241,980 | 132,703 1212 
3188-9 Banir — piambenededasenee Mar. 31 12,709 500 7,328 9,168 | 6,300 10 a + 1,028 7,051 3,769 5 
) 673-0 Re iiicexehate Mar. 31 8,221 ; 4,408 | 8,303 | 2,344 7 2,000 64 2,666 1,447 | 4 
101-3 Bukit Rajah Mar. 31 21,737 1,951 12,752 | 20,233 13,340 4 | 588 16,781 9,916 3 
=e Caledonian (Selangor Mar. 31 21,556 1,594 7,634 15,544 7,642 9 4,000 4,008 6,181 | Dr. 2,214 3 
Daejan Samoedra Mar. 31 13,263 429 3,110 | 7,091 2,156 3 : 954 5,365 2,626 2 
) Java Para Dec. 31 15,400 ‘ 11,233 13,900 . 10,000 614 1,250 17 14,093 11,318 614 
Kalidjeroek Mar. 31 10,457 451 7,841 9,856 800 7,200 8 159 3,742 992 Nil 
Tegat Malay United Mar. 31 7,376 1,852 2,572 1,750 2:1 102 47915 103 Nil 
e , Manchester N. Borneo Mar. 31 21,594 890 4,260 10,527 733 3,609 3 82 14,536 3,985 2/2 
ary 1 to Pelmadulla Dec. 31 46,690 4,150 21,857 35,432 1,192 19,546 15 1,119 28.077 12.579 1 
: Selangor United ..... Mar. 31 12,484 480 7,780 18,422 6,750 Jie 1,000 30 7,249 | 3,666 3 
jah Sungei Tiram Mar. 31 7,405 545 1,998 4,121 2,227 5 : 229 3,959 228 Nil 
» 40 Vallambrosa BAe Mar. 31 44,810 12,338 22,672 11,325 | 20 abi 1,013 18,209 6,665 | 20 
rusts 
3 38,412 Brit. Industries and Gen. | June 30 15,854 11,542 21,190 11,25¢ ; sine 292 14,457 13,396 | Nil 
5 12,267 Melville . May 31 62,002 20,042 38,769 12, 737 3,546 2 3,000 699 61,086 20,511; 2 
— Soueé Copectideted June 15 67,469 22,466 24,531 24,000 1,534 81,157 25,536 Nil 
ther Companies | 
aes Amalgamated Dental Dec. 31| 177,164 88,250 | 115,390 | 57,449 i” 30,801 || 210,275 | 134,985] 5 
7171095 Barclay, Perkins & Co. Mar. 31 440,115 63,793 223,535 294,048 75,600 71,530 4 40,000 36,405 400,622 212,432 | 6 
5 18,633 Barratt (W’.) and Co. June 30 180,033 26,66 93,000 93,000 35,000 £8,000 12 10,000 159,898 100,753 | 12 
1018 Bolton (Thomas) & Sons | Mar.31| 213,6 64,000 98,871 | 153,991 15,000 | 50,000} 10 30,000 3,871 128,724 64,103 | 7 
_ Crossley Bros. Apr. 30 72,520 ( 36,970 69,763 24,203 12,675 5 92 68.546 44,688 | 4 
g begun Crossley-Premier Engines | Apr. 30 51,306 25,733 32,376 8,250 12,500 10 5,000 17 52,080 25,964 | 10 
Dubilier Condenser Mar. 31 33,710 14,051 20,957 6,250 | - 4,810 10 2,991 4,742 | Dr. 2,741 Nil 
Eastwoods Cement Mar. 31 42,747 23,830 35,677 22,000 ll . 830 42,853 | 25,005 1212 
; General Aircraft Dec. 31 114,784 35,652 35,652 12,500 5 23,152 65,294 | 47,358 Nil 
a Bi, Hoffnung (S.) and ¢ Mar. 31 71.236 47,327 71,977 || 25,312 | 20,250| 9 1.765 69,280 49,871 9 
a Hyde Park Hotel Apr. 30 6,204 Dr. 8,569 2,902 — 8,569 18,257 3,580 | Nil 
ven 4 Kay’s Atlas Brewery June 30 14,142 2,000 10,719 51,056 2,375 7,813 10 . 531 16, pen 11,880 | 10 
=. Lansil, Ltd. Mar. 30 240,594 15,005 46,934 106.801 ; 36.208 6 10.726 122.8 47,874 | = 
; een, Ltd Mey 31 64,552 25,034 29,262 23,906 | 25 ,128 47, 686 34,409 50 
inner (Thomas) & Cx ar. 31 14,939 41,895 6,532 4,922 27 20,248 13,502 3 
Suburban & Prov. Store “ 31 117,856 5,078 16,093 27,474 16,093 169, 265 54,840 | 212 
Od. per ; a? 
Totals (£°000's : of Cos. 
WS = Week to Fuly 20, 194 39 3,589 1,682 2,376 528 761 268 126 3,013 1,677 
houtie Jan. 1 to Fuly 20, 1940 1,412 293,800 23,619 161,716 29 189 35,586 100,105 18,835 | 7.190 271.057 165,244 
d. 
b) 1110 months. 
July 17, 
1940 
YT . 
Cents DIVIDEND ANNOUNCEMENTS 
3781) 
279.7) 
5-05 Rates are actual unless stated per annum or in cash per share. Rate for previous year is total dividend, unless marked 
40-05 by asterisk to indicate interim dividend. 
23°89 
33-48 ; *Int ; eens | Bia *Int. ins | Poo *Int. —_ P a. 
6:35 Company = ae Total bl y ae Company or Total elie Sto Company or Total | ~ ble hee 
21-75¢ tFinal sa a — t Final _ t Final ous cas 
5-10 vee 
| oO r 
BANKS Rupai Tea 10+ | 15 |Aug. 9 15 Lansil Limited ...... ; 6 ais 5 
Beak of Ireland 5 5 Tara Tea. papal 12 t| 1712 |Aug. 9 5 Larkins (S. C.)  .c0ee $354*| ... |Aug. 15) $334* 
Munster and Leinster 5 6 MINING Mather and Platt ..... 4* oa “a 4* 
Hibernian Bank ; 5 5 Cons. Tin Smelters... oa 4 \|Aug. 9 + McDougalls Trust ... 6t 10 10 
June %, ee —~ oe he Ot : ; 6F Johannebe. Cons. Inv. | 10 |Sept.19) 15 Mence Smith Stores oe 10 ot Nil 
1940 R and National j(e)2! t ee 43(« INI US TRIALS Metropolitan Trust 5 «+ |July 31 5* 
2 47,054 Rew : nein. ” 2 a Nis 2 African & Eur. Invst. 212%) . ‘ 215* Millars’ Timber ...... oe Nil i 71 
. yal of Irelanc , 315* | 3lo* PEE sxctrcxancixe - | 15¢]| 25 jJuly 31) 22 PO, Gs COG avec | cee 3 |Aug. 31 6 
3 , . . Aug. : 
: 15,581 INSURANCE Beecham Maclean H. | 6:°4f | 27:4 |July 24)16lo(a@ New Investment ...... 10+ 14 | Aug.1| 15 
29,683 P - - | g 
‘ 4.066 oy Assurance $2215* Aug. 15) $25* Bell and Nicolson hven 5* .. j|Aug. 1 5* Parker’s Brewery ...... 10lof; 14 aes 16 
> 6138 aaa lh an BBE R Bennis Combustion 5¢t | 10 sak 10 Randall (H. E.)......... 2lo*| ... a 21o* 
’ > 7 Aug. < 71 } or Ilo* > a e * y . 
0 32 Rade Pesgau aati | a fale’ 61 31 Darnell re. m.| 3” laa ce Semekten 4, ie Sept i6| ait 
9 1,28 Lambak R bt oo | 71e lane “ é art an on. ‘ Aug. 1( 3 Secon /onv. nvst.... <7 sept. 6 2! 
1 4433 ubber ...... =m 712|Aug. 2 2 Eastwoods Cement... | 6t | 11 , 12 Timpson (Wm.) ...... 5 July 30 | 5* 
9 4639 P s Rubber ......... ‘ 21; i Nil Fourth Cony. Invest. | 2!2*| . |Sept. 16 219* Titaghur as 5* Aug. 2 3* 
3 1526 elmadulla Rubber } lit 15 jJuly 20) 10 Gloucester Wagon ... 5t |} 10 hee 15 Victoria Jute alae 3% de Aug. 2 | 3* 
7 23i0 abbojan Tea ........ 10t| 15 /Aug. 9 15 Goulding (W.H.M.) . 3¢ | 6 |Aug. 9 6 Weymann’s Motor B. 15 en ae 
7 (1,650 ‘ie Greif Holdings ...... 5lof! 12 Aug. 1 9 
; 3m t Free of income tax. (a) 1112 months. (c) Free of Queensland income tax. 
() on 
ry 156,04 ee SS SS 
4 17,131 
3 Lm 
6 7 
3 . TE r ° > 
0 ie OVERSEAS WEEKLY TRAFFIC RECEIPTS UNIT TRUST PRICES 
-_— — = as supplied by managers and Unit Trusts Association 
6 499,858 - as Game ee Senate Gross (Table excludes certain open and closed trusts) 
in c for ee eceipts 
a S BS} 
Name bs 2 Name j|July17,1940)) Name = July 17,1940 Name July 17, 1940 
une 3, 4 1940 + or — 1940 + or — 
J : j : 
1940 cneanes For. Bond. Unquoted | National D. 8/9-9,9 Key. Gold 6/3xd bid 
19 (2,166 B. Limited Inv.| 10/--11/6 Century ..... 9/9-11/3 Br. Ind. 4th | 8/9-10/6xd 
19 «(1,00 and Pacific ...... 1 July 6) $1,155,000!) — 105,000 New British | 6/4!9-7/4!2 Scottish ..... 8/9-10/3 | Elec. Inds. | 10/6~-12/-xd 
6 «(5,12 A. Gt. Southern... 1 * 6) $2,259,000) + 171,000 Invest. Tr. | 8/9-10/9* Univ. 2nd... 10/10!2-12/412 Met. & Min.) _8/3-9/9 
7 6,80 “A. Western......... 1 6 $629,000} 83,000 a Bk. & Insur.| 11/6-13/9* Inv. Flex. ... 7/6-8/9 Rub. & Tin | Unquoted 
6 val Canadian Pacific... 27 7, $3,232,000] + 877,000 78,617,000) + 14454000 agrees .- |10/9-13/3xd* Inv. Gen..... 10/3-11/3 Producers 4/6-5/6 
34 8,808 entral Argentine 2 14) $1,431,250|— 961,800 2,679,300|—2,061,000 Bank_...... 12/9-14/9* |\Key. Flex. 7/—bid | Dom. 2nd 3/9-4/9 
12 4 Set. B.L.1.T.| 9/9-11/9* |\Key. Cons. 6/9 bid Orthodox... 5/3-6/3 
5 «6D + Receipts in Argentine pesos. : 


si * Free of commission and stamp duty. 
78 283% 
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LONDON ACTIVE SECURITY PRICES AND YIELDs 


Allowance is made for net interest accrued, and for redemption for fixed interest stocks and for changes in interim dividends for ordinary stocks, 
Dealing in stocks marked * suspended by Treasury Order. 


Prices, 
Year 1939 
High | Low 
7llig | 61 
1071g | 98 
9634 | 901g 
991g 9278 
99lo 87 
1121g | 10334 
8714 7934 
935g } 8754 
951g | 8712 
10912 | 10012 
9914 9454 
9673 91l1p 
10853 | 102 
987, 86 
8378 73 
99 91 
64 5519 
90 78 
11514 | 10412 

10614 95 
10312 98 
1121p | 103 
10319 92 
110 102 
llllp | 104 
815g 72 
939; 8612 
10254 95 
9llp 7334 
651, 34 
95 50 
231g 6l2 
19 9 
5512 2319 
72 30 
8614 58 
121, 9 
44 4 
331g 3 
30 15 
3519 15 
611 33 
Prices, 
Jan. 1 to 
July 17, 1940 
High — | L ow 
10 334 
Qlo 47g 
52 22 
80 3419 
60 20 
24 9 
6012 2112 
7012 35 
6514 24 
22 7 
79 351o 
104 5810 
67/9 51/- 
34212 | 316le 
£51 £4310 
30/9 21/9 
73/3 466 
Ql2 514 
52/- 45/- 
£95 £52 
54/6 30/- 
834 517: 
85/- 68/- 
55g 4 
3219 2312 
69/9 39/- 
444 385 
48/6 29/- 
85/- 46/- 
2433 1534 
131g 83. 
165g 82530 
15516 95 6 
2833 1614 
8l4 5 
7 414 
498 47612 
187lg | 180 
188 155 
187 168 
1651g | 139 
175 14012 
125/6 | 96/3 
57/6 | 36/3 
70/3 | 46/- 
83/- | 45/- 
76/6 | 47/- 
52/9 | 30/6 
6/6 3/- 
34/7lpg | 13/112 
8/9 3/6 
24/712 | 11/3 
28/11p | 12/6 
26/1114) 13/6 
27/9 13/11 
22/7le | 11/3 


| 


Prices, 
Jan. 1 to 
July 17, 1940 
High Low 
7634 681g 
| 1105g | 1031, 
9854 981 
10012 95lo 
103 9734 
10214 94 
| 112 10712 
9234 8658 
981o 92 
9915 95 
11354 10532 
102 98216 
10134 | 95lg 
10012 | 100 
lllle 10513;¢ 
1003, 98 
1015, 931g 
891g 8014 
100 9712 
7il, 5954 
971, | 8214 
115 10514 
1071, 101 
10214 99 
1107, 106 
10578 100 
10812 103 
11014 104 
85 78 
9412 | 87 
104 97 
9234 7812 
5812 22 
64 25 
3515 20 
9 
4514 12 
63 25 
7934 5354 
1019 8 
758 5 
6le 334 
2419 1212 
25 17 
65 44 
Last two 
Dividends 
(a) (6) (c) 
Nil Nil 
Nil Nil 
loc Bloc 
Nil ¢ 5S ¢ 
Nil c 4 c 
Nil ¢ lle « 
Nil c 4 < 
2a i. 
Nil 6 llea 
Nil c ll, c 
l a 4 6 
22a 2126 
10 b Jiea 
6a 6 6 
im - 8 c 
5 a 5 b 
7 6b 7 a 
5 a 5 6b 
5 8 5 a 
£2!2 6 £212 a 
6 b 6 a 
71g 6 Tlzga 
8 b 8 a 
> 6 5 a 
8 a 8 6b 
71lob Jloa 
Blob 8loa 
6146 3544 
9 6b 9 a 
40 a 50 6b 
4/6 a 6/- b 
25 a $25 6 
6/- a 6/- 6b 
25 6 t22loa 
ll a 19 6 
T10 56 13%4a 
ll a 14 6b 
3lga 8126 
6 6b 4a 
5 a 8 b 
3 a 7 #b 
6 6 4a 
20 6b t5 a 
6 a ll. 6b 
6l44a 10 b 
14 6 ll a 
16 6b Tlza 
12 6 6 a 
10 ¢ 10 ¢ 
t5. a t10 0b 
4a 6 b 
3 a 5 6b 
10 c 10 c 
t2\i2a Tt4 0b 
Tio 15 6 
2 a 5106 


(a) Interim dividend. 
(g) Worked on 2212% basis. 


in 1946. 


(J Yield based on 7512% r 
cash dividend 10 per cent. out of capital reserve. 


(6) Final dividend. 


Name of Security 


British Funds 
Consols 212% 
Do. 4% (aft. 1957) . 
Conv. 2% 1943-45 .. 
Do. 212% 1944-49 ... 
Do. 3% 1948-53 ... 
Do. 319% after 1961 
Do. 5% 1944-64 ... 
Fund. 210% 1956-61 
Fund. 253% 1952-57 
Fund, 3° 1959-69 ... 
Fund. 4% 1960-90 ... 
Nat. D. 210% 1944-48 

Do. 3% 1954-58 


War Bds. 212% 1945 47 


Victory Bonds 4° - 
War L. 3% 1955-59... 
War. L. 312% af. 1952 
Local Loans 3% ...... 





Austria 3% 1933-53.. 
India 212% 

Do. 3 20 

Do. 41» 1958-68... 


Dom. & Col. Govts. 


Austrla. 5°, 1945-75... 
Canada 4°%% 1940-60 
Nigeria 5 1950-60 


N. Zealand 5 1946 
S. Africa 5°% 1945-75 
Corporation Stocks 
Bir’ham 5% 1946-56 
TPs os —sinseceseoee 
Liverpool 3% 1954-64 
Middx. 312% 1957-62 
Foreign Governments 


Argen. 412% Stg. Bds. 
Austria 419% 1934-59 
Belgian 4° (36) 1970 
Brazil 5% Fd. 1914... 
Chile 6°% (1929) ...... 
China 5% (1913) ...... 
Czecho-Slovakia 8°... 
Egypt Unified 4% ... 
French 4 British) ... 


German Dawes 5 


Do. Young Ln. 412% 
Greek 6° Stab. Ln.... 
Hungary 712% __...... 
Japan 5 1930 


Name of Security 


Railways 

B.A. Gt. Sthn. Ord. ... 
Can. Pac. Com. $25... 
Gt. Western Ord. 
LNER 5% Pref. 1955 

Do. 4% Ist Pf. 
L.M.S. Ord. 

4% Pf. 1923 

MINE: . Sshanannoosbai 
Lon. Trans. “C” .. 
Southern Def. ......... 

Do. 5% Pf. Ord. 

Do. 5 Pf. 

Banks and Discount 
Alexanders £2, £1 pd. 
Bank of England...... 
Bk of Montreal $100... 
Bk. of N. Zealand £1 
Barclays Bank £1 me 
Chrd. of India £5...... 
District B. £1 fy. 
Hongkong and S. $125 
Lloyds £5, £1 pd....... 
Martins £20, £20 pd. 
Midland £1, fy. pd.... 
Nat. Dis. £210 fy. pd. 
N. of Ind. £25, £12!opd 
Nat. Prov. £5, £1 pd. 
Royal Bk. of Scotland 
Union Discount £1... 
Westmtr. £4, £1 pd.... 

insurance 
Alliance £1, fully pd. 
Atlas £5, £114 pd. 
Pearl (£1), fy. pd. ... 
Pheenix £1, fy. pd. ... 
Prudential £1 A 
Royal Exchange £1 ... 
Sun Lf. Ass. £1 fy. pd. 
Investment Trusts 
Alliance Trust 
Anglo-Amer. Deb. ... 
Debenture Corp. Stk. 
Invest. Trust Def. 
Trustees Corp. Ord.... 
United States Deb. ... 
Breweries, &c. 

Bass Ratcliff Ord. £1.. 
Courage Ord. £1 
Distillers Ord. £1 
Guinness Ord. {1 : 
Ind, Coope & Allp. £1 
Watney Combe Def. £1 
Iron, Coal and Steel 
Baldwins 4/- 
Brown (J.) Ord. 10/-... 
Cammell Laird 5/-... 
Colvilles Ord. £1 
Dorman Long Ord. £1 
Guest Keen &c.Ord. £1 
Hadfields 10/- 
Powell Duffryn £1 


(hk) Yield on 419% basis. 


of coupon. 


Price, 
July 
17, 

1940 


7214 
10712 
985g 
981 
101 
9934 
10812 
90 
95 
965 
110 
10014 
99 
100 
109 
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Price, 
July 
17, 

1940 


36 3 
61/6xd 


18 
PT. 
10 
10 
19 


_ Vi Ui Ui 
10 Vil & ~1 wOUwWYUI 
© Iwi 


13/9xd 


Ch’ge 


| since rete 
| July | July 17, 
10 1940 
- &} & 
—4'39 2 
314 5f 
23 90 
215 O 
219 4 
4'310 7 
at «4 
3 4 0 
ly > as 
$3 40 
—14,3 60 
‘ 211 2k 
+ 144/3 0 9 
; 314 O07 
l4'218 9 
lg 310 &f 
14i 310 5 
3 4 0 
313 6 
315 8 
is § 
411 4 
4 0 5f 
43 0 
414 6 
4 0 1 
42 6 
316 5 
512 2 
a = 
513 2 
13 10 O 
1 10 17 4p 
14 5 8 
3 
1 7 8 2 
6 9 th 
Ch ge Yield 
Tai | July 17, 
iO 1940 
‘ S. d. 
Ni 
2 13 4 2 
: 12 10 0O 
l 1416 4 
l ie 2 
. 14 0 0O 
l 910 6 
‘ 5 0 0 
l 3 17 Q 
5 1118 1 
4 617 0O 
610 9 
3 13 10 
: 7 2 5e 
6d 4 9 3 
1' 8 O O 
l/--|4 2 0 
£2'713 9 
1/3|';516 3 
, 511 O 
5-'4 5 0 
511 0 
l eS. 
2/-|6 2 6 
5 470 
5 10 O 
4/2; 516 6 
l 5 0 0 
. 6 O O 
415 Of 
6 0 O 
4 6 Of 
416 O 
4'512 0 
5 2 0 
613 4 
5 » 2 
7a 6 
> 615 0O 
+] 6 9 O 
lied 417 Of 
: 711 O 
31/31'16 2 O 
5-9 1 9 
8 0 O 
8 1l 9 
3d 10 13 3 
: 8 1l 6t 
3d 10 11 3 
6d 10 13 3 
cok 13 6 9 
619 OF 
on 12 17 6 
91 410 18 O 


(1) Annas per share. 


(m) Including bonus of 5% 
(p) Yield worked on a 2 


free of tax. 


(c) Last two yearly dividends. 


Prices, 
Jan. 1 to 
July 17, 1940 
High Low 
34/6 20/- 
54/9 33/9 
47/6 26/- 
39/- 17/6 
24/3 11/6 
21/10); 9/6 
8/101, 2/6 
38/6 21/3 
39/1010, 20/3 
35/9 23/11; 
24/419) 11/9 
61/3 42,6 
43/11.) 26/3 
92/6 66/3 
69/- 46/3 
20/- 116 
33/9 16/3 
83/- 52,6 
38/3 23/6 
42/6 20,6 
27/- 18/- 
18/3 11/6 
8310 31 
32/6 23,6 
21/- 12/- 
31/4 17/6 
42/3 22/- 
38/712} 24/- 
39/6 24/- 
17/6 7/6 
16/4 6/- 
36/3 17/3 
16/9 7/. 
18/7 12/41; 
15/7 6/- 
60/712, 39/4 
88/3 28 9 
27/7 169 
421 2 
12/3 6/- 
22/7 12/3 
23/9 13/6 
20/- 14 
10/9 4/- 
16/7 59 
27/3 14/- 
32/10 20’- 
3/11 2/3 
34,9 20/- 
3/3 1/7 
60/33 23/11 
27/7 146 
736 35 /- 
81/10 28/9 
80 45/6 
62/6 38/9 
44/3 23,9 
44/6 27/6 
56/- 29.4 
107/6 53/1 
60/- 42/6 
52/6 37/3 
651 27 
6316 31g 
38/9 19,9 
10/1 4/- 
28/3 16/3 
65 314 
28/6 17/6 
93/9 65/- 
40/6 26 - 
33/934 17/6 
13/9 5/- 
611; 3516 
$49% 1 ¢ $30 
12/3 9/- 
34/3 15/- 
32/9 24/6 
87/6 676 
54/4 25/- 
4); 254 
87/6 45/- 
23/7 13/9 
17/6 12/6 
61/6 36/3 
57/9 35/- 
45/6 29/6 
26/3 16/- 
96/9 59/9 
68/- 41/3 
52/6 33,9 
28/3 15/- 
66/3 38/9 
65/712, 26/3 
11/9 6/3 
51/3 22/6 
15 ll 
Bl4 2 
41/65 25 
ll5i¢ 5 
16/- 7 
101. ) 
Tillis 5 
88/9 30/- 


2 per cent. basis. 


eoiow~ 


THE ECONOMIST 


Last two 
Dividends 
(a) (8) (c) 
10 ¢ 12 €¢ 
T7126 t2!2a 
l2loc! I2loc 
10106 4 a 
51lob 2loa 
4a 6 b 
Nil Nil 
5 a 5 6b 
2a 5 b 
2iva 5 6b 
Nil ¢ Tilo ¢ 

T10 cc F8lo< 
1 ¢ 10 ¢ 

5 a 15 b 
5 a 10 6b 
12196) 7loa 
10 ¢ 10 ¢ 
20 ¢ 2 ¢ 
3 a 5 b 
10 c 10 c 
2loa 3lob 
25 a 1", 9b 
2a 4 6b 
2loa 5 b 
2106 Nila 
2l2a 4lob 
4a 6 6b 
2loa 5lob 
3 a 5 b 
30 c 15 « 
Tle b 4 a 
1210 « 1210 « 

T15 ‘ T12 2¢ 

2 c 6 < 
1712 6| 15 a 
1212 b 2loa 
i 20 « 
45 <¢ 40 « 
17 b 5S @4 
22 c 25 c 
5 c 4 if 
4lob 2 
S « 5 ¢ 
Nil ¢ Nil « 
6 ¢ 4 ¢ 
2 a 4 b 
2loa TJlob 
4a 6 &£ 
4a 6 6b 
- a > ¢ 
15 5b S « 
17196 12 
5 a 16 

720 ¢ +5 ¢ 

Jiob 7i 
Tloa Tilo b 
_ @ 5 6b 

m29 ¢ 30-9 
4a Blob 
+20 c +19 6c 

7 a 10 6 
12126 JTloa 
4 < 4 < 
15 6b 1123@ 
9 «¢ _ « 
5 « Nil « 
15 a 25 b 
Tiga 20 6 
25 6b 15 a 
20 6 5 a 
5 @ 5 b 
3 @ 5 &b 
5 c Nil « 

t7i2a tl5lob 
$2-°25c¢ $2-00< 
5 6 - 
434a 5146 
20 ¢ 10 <¢ 

5 a 15 b 
15 a 23156 
5 a 12106 
12126 Jioa 
4a 6 6b 
15 b 3 a 
2lga) 12lob 
10 6 3loa 
> « 5 a 
25 < 20 c 
13346 10 a 
11146 334.4 
Jlob 5S «@ 
22l2 ¢ 28lg0 
50 6b 20 a 
95 < 95 «¢ 
15 6b i3loa 
10 2 354.4 
95 6 95 a 
Nil ci Nil c 
lllgd6 lllga 
25 6 25 a 
5 6b 10 a 
75 b 75 a 
2/6a 5/6b 
Nil Nil 


(d) Worked on 9% basis. 
(j) Yield worked to average redemption—end 1960. (Rk) 
(n) Yield on 1°523°' 
(q) Worked on 65% basis. 


basis. 


Name of Security 


fron, Coal, &c.—cont. 
S. Durham Ord. £1 ... 
Staveley Coal, etc. £1 
Stewarts & Lloyds £1 
Swan, Hunter £1...... 
Un. Steel Cos. Ord. £1 
Vickers 10/- 
Textiles 
Brit. Celanese 10/- 
Coats, J.& P. £1 
Courtaulds £1 ......... 
English Swg. Ctn. £1 
Lancs. Cotton Corp {1 
Patons & Baldwins £1 


Electrical Manufactg. 
Associated Elec. £1 ... 
British Insulated £1 . 
Callenders £1 
Crompton Park. A 5/- 
English Electric £1 
General Electric £1 ... 
Gas and Electricity 
Clyde Valley Elec. £1 
County of London £1 
Edmundsons £1 
Gas Light & C. £1... 
Imp. Cont. Gas Stk. ... 
Lancashire Elec. £1 . 
London Ass. Elec. £1 
North-East Elec. £1... 
Northmet Power £1... 
Scottish Power £1...... 
Yorkshire Electric £1 
Motor, Cycle and 
Aircraft 
AsOtE Sle .ccccccccescose 
Bristol Aero. 10/- 
De Havilland Air. 
Fairey Aviation 10/- 
Ford Motors £1 
Hawker Siddeley ( 
Lucas, J. (£1) 
L eylar id Motors £1 ose 
Morris Motors 5/— Ord. 
Rolls-Royce £1 
Standard Motor 5/-... 
Shipping 
Furness, Withy £1 
DP. BOD. Tek, Bbvcvescces 
Royal Mail Lines £1... 
Union Castle Ord. £1 
Tea and Rubber 
Allied Sumatra £1...... 
Anglo-Dutch £1 
Jokai (Assam) £1 
London Asiatic 2/- 
Rubber Trust £1 
United Serdang 2/- ... 
Oil 


Ang 
hon ex 
Burm 





ah Oil £1 . 

Shell Trans port £1 ena 

lrinidad Leasehlds £1 
Miscellaneous 


Assoc. P. Cement £1 
Barker (John) £1 
Boots Pure Drug 5/-... 
Brit. Aluminium £1... 
Brit.-Amer. Tob. £1... 
British Oxygen {1 
Brockhouse (J.) £1 
Cable & Wir. Hdg 

Carreras ‘A’ Ord. 
Dunlop £1 
Elec. & Mus. Ind. 10/- 
Ever Ready Co. 5/- . 

Gallaher Ltd. Ord. {i 
Gestetner (D.)5/-_.. 
Harrison & Cros.Df. £1 
Harrods £l 
Imp. Chem. Ord. £1... 
Imp. Smelting £1...... 
Imp. Tobacco £1 
Inter. Nickel n.p. ...... 
International Tea 5/- 
Lever & Unilever £1... 
London Brick £1 


fl 


Lyons (J.) Ord. £1 ... 
Marks & Spen. ‘ A’ 5/- 
Metal Box £1 .....000- 


Murex £1 Ord. ......... 
Pinchin Johnson 10/- 
Ranks Ord. 5/- 
Spillers Ord. £1 
‘Tate and Lyle £1 
Tilling, Thos. {1 
Triplex Safety G. 10/- 
Tube Investments £1 
Turner & Newall £1... 
United Dairies £1...... 
United Molasses 6/8... 
Woolworth Ord. 5/- 
Mines 
Ashanti Goldfields 4/- 
Burma Corp. Rs.9 ... 
Cons. Glds. of S. Af. 41 
Crown Mines 10/-_.. 
De Beers (Def.) £2 
Randfontein £1. 
Rhokana Corp. {1 . 
Roan Antelope Cpr. 5/ - 
Sub Nigel 10/- 
Union Cp. 12/6 fy. pd. 
W. Witwatersrand 10/- 


(e) Allowing 


Price, 
July 
17, 

1940 


21/3 
40/- 
33/11; 
20/- 
15/- 
12/3 


3 
26/10): 
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se > Ol i 


me DD 
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34/6 
72/6 
50/- 
12/6 
25/71 
66/3xd 


»*2 9 


for exchange. 
Based on redemption at 


July 20, 1949 
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(f) Flat yield 


(0) For 15 months to December 31, 1939. 


t Free of Income Tax. 
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BRITISH WHOLESALE PRICES 


July 9, July 16, 


1940 1940 
CEREALS AND MEAT 
GRAIN, etc.— 

Wheat— s. d. q 4. 
No. 1, N.Mt. 496 Ib. f.o.b.Mt. 29 9 29 9 
Eng. Gaz. av., Pet CWL. ....... 7 & a 

Flour, per 280 ib— 

Straights, d/d London......... 235 6 25 6 
Barley, Eng. Gaz., av., percwt. 16 5 16 8 
Oats am @ Uh US 
Maize, La Plata, 480 ‘lb. f.0. b. 13 3 14 3 
Rice, Burma, No. 2, percwt. f.o.b. 9 0 9 6 

MEAT—Beef, per 8 lb.— 

English long sides...........+++: { ee ¢8 

Imported hinds «..........s0s0. § 4 5 4 
Mutton, per 8 lb.—English at : : : ; 

[Imported ....cccrccrssecccccsceees 4 4 44 
Pork, English, per 8 Ib. ......... 8 0 8 0 

BACON (per cwt.)—Wilts. cutsides 113 6 113 6 
HAMS (per cwt.)—Green ......... 118 6 118 6 
OTHER FOODS 
BUTTER (per cwt.)—All Grades 143 0 143 0 

CHEESE (per cwt.)— 
Home Produced .....+...seeeeeeesee 121 4 121 4 
Imported .......---cscccesecseeeseees 8 O 8 0O 
COCOA (per cwt.)— a ain 
SN ME cccéncconentcecccespescooes 35 : 35 6 
55 5 0 
NNN i ccvecsh eataanieesenenes 62 : = 0 
COFFEE (per cwt.)— 
Santos supr. C. & f. ......ecssecees 44 0 44 0 
Costa Rica, medium to good soe = : = : 
EGGS (per 120)—English (Std.)... 25 0 25 O 
LARD (per cwt.)—Imported 64 0 64 0 
POTATOES (per cwt.)— a “ne 
Barilshe, Mew. ..ccscccssccessesseess { a ° 2 5 
SUGAR (per cwt.)— 

Centrifugals, 96°, prpt. shipm. 

SS i sccnacesseones 6 7 6 
REFINED London— 

Granulated, 2 cwt. bags ...... 36 10 36 10 

West India Crystallised ...... 7 ; 7 z 

TOBACCO (per lb.)— 

Indian stemmed and un-f 0 7 6 7 
SE cynehcinsdaneasenseweseuns 124 2 4 

Rhodesiar, stemmed and un- S 1 O 1 0 
DIED dcnhacccenssdocnusscesaces 2 6 2,6 

TEXTILES 
COTTON (per Ib.)— d. d. 

Raw, Mid-American ............+. 7:79 8-07 
op GER, FGF, ccccswccccccnee 11-22 11°37 

i EE DWE cncccssassaesasess 14:44 14°75 
0 "8 Welt... .crccccrcccsceee 15°69 16-00 
»  60’s Twist (Egyptian) ... 26°15 26°35 

Cloth, 32 in. Printers, 116 yds. s. a.  <& 

16 x 16, 32’s & 50’s .. 24 O 24 3 


(6)+ 5s. per ton 
(e) Including import duty and delivery charges. 


| 


COTTON—continued. 1940 1940 
Cloth, 36 in. Shirtings, 75 yds., s. d. ss. d. 
19 x 19, 32’s & 40’s... 35 O »w S 
» 38 in. ditto, 38 yds., 
18 X 16, 10 Ib..........+ , ws 
» 39 in. ditto, 371g yds., 
BO X FS, Gig Bicceccccce 12 2 12 3 
FLAX (per ton)— ey a 
Livonian ZK .. 200 0 200 O 
Pernau HD . 180 0 180 0O 
HEMP (per ton)—Manilla, spot*J2” 26/0/0 26/0/0 
JUTE (per ton)— 
Native Ist mks., c.i.f. London Nom. Nom. 
—— 2/3, c.if. Dundee, 
WE ODER., GROW) a ccccccccccseses 28/5/0 27/10/0 
SISAL (per ton)—Alrcan, july Sestpn is. £ &% 
WIE IN hc cunndaphietendtuavaxsiodesers 26 0 26 0 
SILK os lb.)— s. d. s. d. 
PR aiadinin stawnicsieindccsuiwinvaves + $ . ; 
Ng 17 O 16 6 
WOOL (per lb.) — d. d. 
Lincoln wethers, washed . 19 19 
Selected blackfaced, greasy .. sonnet 14 14 
Australian scrd. fleece, 70’s ..... 3519 3512 
Cape scrd. average snow white 2812 2812 
¥ .Z. scrd. 2nd pieces, 50-56’s 23 23 
ops— 
ON ic nice 4212 421 
SOO GUST COPECO... cccccccceccces 3654 3634 
48’s average carded ............ 2914 2914 
Sa a rttncsascsssacsscss 28 25 
MINERALS d 
COAL (per ton)— 28 ¢ a 3 
Welsh, best Admiralty ............ 28 9 = 9 
Durham, best gas, f.0.b. Tyne .23 6 23 6 
IRON AND STEEL (per ton)— 
Pig, Cleveland No. 3, d/d ....... 120 0 12070 
Bars, Middlesbrough ............. 302 6 302 6 
Rs 255 6 255 6 
Tinplates (home, i.c. 14 x 20) . 26 0 26 0 
NON-FERROUS METALS (per sin 
Copper (d)—Electrolytic.......... 62/0/0 62/0,0 
cn 263/5/0 265/0 
Tin—Standard cash ............... { 263 15 -265/5/0 
Three months .............6. {on ie a 0 . 
29 20 >) 
Lead (e)—Soft foreign, cash 25/0/0 25,0/0 
Spelter (e)—G.O.B., eR iistiece 25/15/0 25/15/0 
Aluminium, ingots and bars ..... 110/0/0 110/0/0 
ink aaa 1900/0 190/0/0 
Nickel, home delivery ............ 1950/0 195 * 9 
Antimony, Chinese ............... { > . ; aa 0 : 
0 
Wolfram, Chinese ...... per unit a 7 
Platinum, refined ......... per oz 9/10/0 9/10/0 
Quicksilver ......... per 76 Ib aa z . ‘0 : > 
\ Uf 
s i, s. d. 
GOLD, per fine ounce .............. 168 0 168 0 
SILVER (per ounce)— 
Cash os deRbueNesecmteneneaaioesens 1 9llig 1 10 


net paper bags or jute sacks, charged ls. 9d., credited 1s. 6d. on return. 


July 9, July 16, 





(c) Higher Pool prices in some zones. 
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July 9, July 16, 


1940 


MISCELLANEOUS 
CEMENT, best Eng. Portland, d/d site, London area, 


in paper bags 20 to ton—(b) 


1940 


a h- &~@ 
4-ton loads and upwards perton 44 6 44 6 
CHEMICALS— 
AGiG, OURS, MAE 22000000. perton 60/0/0 60/0/0 
es 4, s. d. 
»» Tartaric, English, less 5% 1 6lo 1 6lg 
Ammonia, Sulphate ... per ton 9/6/0 9/6/0 
Nitrate of Soda ......... per ton 9/10/0 9/10/0 
Potash, Sulphate ...... per ton 11/18/0 11/18/0 
: 10/15/0 10/15/0 
SORE TIN cccicevssees per ton4 11/9/0 11/0/0 
5/5/0 5/5/0 
CIN iin tecsnes ecdccess per ton 5/10/90 5/10/0 
COPRA (per ton)—S.D. Straits, c.i.f. 12/15/0 12/15/0 
— a = ee ost 
et saite ustra- 
lian, Queensland 40/50 Ib. 0 5 0 454 
Cape, Jo’burg Ord. ............... 0 5 O 5l4 
Dry Capes, 18/20 Ib. ............. o 7 0 614 
English & Welsh Market Hides— 
Best heavy ox and heifer eo : 339 : a9 
LEATHER (per lb.)— 1 10 1 10 
Sole Bends, 8/14 Ib. ...........00++ 3 0 3 0 
Should 2 §3 
I icc ccannndeenuanuvetaaies 20 1 10 
Insole Bellies ..ccccccccccccccccccess : 3 : 7 
9 
Dressing Hides ...........ssseeeeee _ : H 
PETROLEUM PRODUCTS (per Eee .) 
Motor Spirit, England & W 12 1 8 
(c) Kerosene, Burning Oil ....... 0 10lo O 101 
Vaporising Oil . 0 1034 O 1054 
(c) Automatic gas oil, in bulk, : : 
ex road tank waggons ......... 5lp 1 5ile 
Fuel oil, in bulk, ex instal. 
Thames— s 
Rs cccccccucccocacetecese 0 714 O 71 
iis itdsiccrnacecccssccenies 0 8 0 8 
\ . 25/0/0 25/0/0 
ROSIN (per ton)—American ...... { 50 ° 0 = 0/0 
RUBBER (per Ib.)— s. d. ‘a 
St. ribbed smoked sheet ......... 1 05g O 117, 
SHELLAC (per cwt.)—TN Orange 80 0 80 0 
TALLOW(per cwt.)London Town— 2210 22.10 
VEGETABLE OILS (per ton net)>— 
LInSOOG, TOW ccccccscceccccsccccesese 44/0/0 44/0/0 
Rape, CUE .......cccccecccccccceces 44/5/0 44/5/0 
Cotton-seed, crude ..............06 31/2/6 31/2/6 
CECOs GEUED sccececccccceccscssce 28/2/6 28/2/6 
CN eS i lien eudaaeis 18/15/0 18/15/0 
Oil Cakes, Linseed, Indian...... 7/7/6 7/5/90 
Oil Seeds, Linseed— 
LW PReRRiscccccececcccecccsccesece 15/00 ona 
icc cccadencteviacascinens 16/7/6 16/12/6 


AMERICAN WHOLESALE PRICES 


July 10, July 17, 
1940 1940 
GRAINS (per bushel)— Cents Cents 
Wheat, Chicago, July...........0 7452 7379 
a Winnipeg, July.......... 715g 7153 
Maize, Chicago, July ............ 62 6253 
Oats, Chicago, July lesiuigaaasnnns 301 311g 
Rye, Chicago, July ............00. 43\4 4234 
Barley, W innipeg, re 3414 3453 
METALS (per lb.) — 
Copper, Connecticut.. 11°50 11-50 
Tin, N. ys Straits, spot . 51-25 51-00 
a RN 5-00 5-00 


1940 
METALS (per lb.)—cont. Cents 
Spelter, East St. Louis, spot .. 6:25 
MISCELLANEOUS (per lb.)— 
Cocoa, N.Y., Accra, July ...... 5-00 
Coffee, N.Y., cash— 
Sl: MNLF ‘uncecihetentececdees 55 
IR, BED. @ icccecescceccse 7 
Cotton, N.Y., Am. mid., spot 10 58 
Cotton, Am. mid., Aug. ......... 9-97 
Cotton Off, N.Y... Sept. ...ccccee 6-00 
Lard, Chicago, July ............. 5-821: 


July 10, 


July 
19. 


7, 
40 


Cents 


6 


4 


10 
9 


6 


ay 


25 
37 

3 
63 


58 
0s 


5-70 


MISCELLANEOUS (per lb.) 
—cont. 
Petroleum, Mid-cont. crude 
per barrel ..........cccccccseees 
Rubber, N.Y., smkd. sheet spot 
Do. do. Aug.-Sept. 
Sugar, N.Y., Cuban Cent., 
GS GOB. SPOT. .0ccccccccccscceceee 
Sugar, N.Y., 96 deg., No. 4, 
f.o.b. Cuba, Sept. ..........+- 


Moody's Index of staple com- 
modities, Dec. 31, 1931=100 


July 


1940 


10, 


Cents 
102 
2014 


191g 


156-0 


(d) Price is at buyers’ premises. 


July 17, 
1940 


Cents 





MONTHLY STATEMENT OF BALANCES OF LONDON CLEARING BANKS 


Junge, 1940 


ASSETS 


Coin, bank notes 
NNN) 25h 54 snnadiatemnis gteusemsvaden Sameanteacoia’ 
Balances with and cheques i in course of collection on 
other banks in Great Britain and Ireland 
Items in transit . 
Money at call and sh 
Bills discounted 
Investments 
dvances to cu 


and balances with the Bank of 


stomers and other accounts 


Liabilities of customers for acceptances, endorse- 
EN INS She xsvdewabhscbiacianedUnnaceveseassksuncesseteusee 
Bank premises account... -ceccccccccececcccccccceceeeens 


Investments in afiilia ted banks and subsidiary com- 
panies : 


Ratio of cash to curre 


nt, deposit and other accounts... 


LIABILITIES 


Capital paid up 
\eserve fund 
Current, deposit an 
Accents 7 sais 
“ceptances, endorsements, etc. 
Notes in circulation .. 


POE MII Si 60 sivncnssseetaean 








(000’s omitted) 















































* | National 
ow wae District | Gm Lloyds Martins | | Midland! National] Provin- | aa. | wtiams Aggre- 
. c lan ¢ 4 ‘ | - | ank | | } gate 
an and Co.| Bank | and Co. | Bank Bank Bank Bank cial | Besk | Benk gate 
| | } | | Bank | 
j | 
. | : ; a Tl , Saal ; ; o 4 ' 
& + € £ a oo: LO 4) sg £ £ Lars £ 
! } ' 
52,032 2,766 10,307 | 5,290 47,054 13,037 | 55,280 4,332 | 36,170 39,078 | 4,262 269,608 
19,602 | 1,001 3,822 | 3,675 15,587 3,522 | 22,021 331 14,406 15,634 3,414 | 103,015 
aed ase ooo | ose, | «27,38 3,144]. ile Be ote | +. | 20,282 
25,412 | 5,121 8,301 | 6,986 | 29,693 | 6,430 |} 19,752 | 2,254] 17,306 36,274 | 8,611 | 166,140 
77,206 | 2,631 11,115 | 1,342 | 72,267 9,948 | 91,484 1,278 | 59,648 | 53,771 | 3,451 | 384,141 
| 107,143 6,824 | 30,756 | 12,239 | 109,879 | 37,588 | 123,509 | 13,812 | 79,341 | 102,879 | 12,239 | 636,209 
201,485 8,858 33,109 | 10,501 | 162,539 | 44,348 | 207; 542 | 16,790 | 132,299 | 131,457 | 13,526 962,454 
| | | | | | | | | 
19,527 | 713 | 4,486 | 4,097] 34,585 | 8,966 | 17,080 121 | 11,095 | 20,412} 2,102 | 123,184 
8,148 412 | 1,593 | 740 | 7,446 2,780 9,691 568 7,333 | 5,349 1,020 | 45,080 
| | 
ami 3 3,670 8,101 2,514 | 2,992 | 23,554 
516,832 | 28,326 | 103,489 | 44,870 | 499,858 | 129,763 | 554,460 | 39,486 | 360,112 | 407,846 | 48,625 2,733,667 
11:07 10°80 | 11:08 | 13-61 | 10:70 | 11°54 10-84 12:27 10-93 10-60 9-74 10-92 
} K at | a | 
15,858 1,000 | 2,976 | 1,060 | 15,810 4,160 | 15,159 1,500 9,479 | 9,320 1,875 | 78,197 
| 11,250 1,000 2,976 | 850 9,500 3,600 12,410 | 1,160; 8,500 9,320 900 61,466 
470 197 | 25,613 93,051 38,863 | 439,955 | 113,017 | 509,811 35,312 | 331,038 | 368,777 43,748 |2,469,382 
19,527 713 | 4,486 | 4,097 | 34,585 8,966 | 17,080 | 121 11,095 | 20,412 2,102 | 123,184 
0 | aan | 8 20 ake 1,393 oan 17 ‘ 1,438 
516,832 | 28,326 | 103,489 | 44,870 | 499,858 | 129,763 | 554,460 | 39,486 | 360,112 | 407,846 | 48,625 |2,733,667 
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JOHANNESBURG CONSOLIDATED INVESTMENT 
COMPANY, LIMITED 


(Incorporated in the Union of South Africa) 


NOTICE IS HEREBY GIVEN that the Directors have declared a 
Dividend of 2s. per share, in British currency, less United Kingdom 
Income Tax, for the year ended 30th June, 1940, payable to all share- 
holders registered on the Company’s books on 31st July, 1940, and to 
persons presenting Coupon No. 46 detached from share warrants. 

The profit for the year, after providing all ascertained and estimated 
depreciation, amounts to approximately £270,000, and after deducting 
the amount of the dividend there is left to be carried forward on 
Profit and Loss Account approximately £95,000. 

The Transfer Books of the Company will be 
to 7th August, 1940, both days inclusive. 

The Dividend will be payable to registered shareholders on and after 
19th September, 1940. 

The Dividend on shares included in Share Warrants will be payable 
at the London Office of the Company on and after 19th September, 
1940, to the persons presenting Coupon No. 46 in with a 
notice to be issued. 


closed from 1st August 


accordance 


By Order of the Board, 
JOHANNESBURG CONSOLIDATED 
COMPANY, LIMITED, 

A. W. CHRISTIE, 

London, E.C.2. 15th Ju 


INVESTMENT 


pecretary 


ro and 11 Austin Friars, ly, 1940 





CITY OF JOHANNESBURG 


THREE AND A HALF PER CENT. INSCRIBED STO( K, 1952 

NOTICE IS HEREBY GIVEN that in order to prepare the 
due ist September next, the BALANCES of the several counts in 
the above-mentioned Stock will be STRUCK on the night of the 
rst August, and that on and after the 2nd August the Stock will be 
transferrable ex-dividend. 

Forms of Request for the 
by post to Banks or other Agents may be 
the Bank. 


For BARCL 


dividend 


purpose of errans 


ng Dividend Wa 


uined on application t 


rrants 


AYS BANK (Dominion, Colonial and Overseas), 

FROOME, Manager 

Circus Place, 
15th July, 


London Wall, E.C.z2. 


1940. 








TERMS OF 
SUBSCRIPTION 


TO 


THE ECONOMIST 


INLAND 

Ea ¢é 
12 Months - - 218 0 31 0 
6 Months - - 19 0 110 6 


Cheques to be made payable to The Economist Newspaper Ltd. 


OVERSEAS 


Go -&é 


PUBLISHING OFFICE: 


8 BOUVERIE STREET, LONDON, E.C.4. 
Telephone: Central 863! 


OFFER TO NEW READERS 


Any reader who makes his first acquaintance with this journal 
with this week’s issue is invited to fill up the attached : 


To The Publisher, Economist Newspaper Ltd., 
8 Bouverie Street, E.C.4. 


In order to test the value of your publication | should like you 
to forward it to me by post for the next four weeks. If | then 
decide to become a subscriber, it is understood that there will be 
no charge for the copies thus received, but otherwise | shall be 
willing to pay 4s. to cover their cost. 





Printed in Great Britain by Eyre anp Sr 


Tue Economist Newspaper, Lrtp., at 8 Bouverie St., Fleet St., E.C.4.—Saturday, 


THE ECONOMIST 


OTTISWOODE Lim1TED, His Majesty’s Printers, East Harding Street, London, E.C.4. 
July 20, 1940. 





July 20, 1949 
ae 
THE MITSUBISHI BANK, LIMITED 


(Incorporated in Japan) 


SUBSCRIBED CAPITAL. ..............::.ccccccceeeeceeeeeeeeeeeeeeeseeseeeees YEN 100,000,009 
PAID-UP CAPITAL ................cccccerserscrercereceeceereessessssssecsserse YEN 62,500,000 
RESERVE FUND ...........ccccccscccersseecsecssceesecceneces YEN 68,211,463 (June 1939) 


GENERAL BANKING AND FOREIGN EXCHANGE BUSINESS 
DEPOSIT RATES ON APPLICATION 


Head Office: TOKYO 


TOKYO (15), OSAKA (5), KOBE (3), KYOTO, NAGOYA (2), 
DAIREN, NEW YORK, LONDON 


London Office: 3 BIRCHIN LANE, CORNHILL, E.C.3 
Telephone : MANSION HOUSE 5531-5532. 
Telegraphic Address: Inland, ‘“‘ IWASAKIBAK, STOCK, LONDON,” 
Foreign : “* IWASAKIBAK, LONDON,” 


Branches : 
OTARU, KOKURA, SHANGHAI, 





ROYAL BANK OF CANADA 
DIVIDEND NO, 212 


NOTICE IS HEREBY GIVEN that a DIVIDEND of per cent., 
being at the rate of 8 per cent. per annum, upon the paid-up Capital 
Stock of the Bank has been DECLARED for the thre onths ending 

ist August, 1940, and will be PAYABLE at the Bank and its branches 
on and after 3rd September, 1940, to Shareholders of record ist July, 


By Order of the Board, 
Mc INE RNEY, London Manager, 


} B 





Lothbur London, E.< 
mth Jul 1940 
IMPERIAL JAPANESE GOVERNMENT 
SIX AND A HALF PER CENT. BONDS FOR $150,000,000 
NOTICE IS HEREBY GIVEN that the COUPONS due AUGUST, 
1940, will be PAID on and after that date (Saturdays excepted), between 
the hours of 11 and 2 at The Yokohama Specie Bank, Limited, where 
lists may be obtaine 
Coupons must be left three « r exa 1 prior to pay- 
ment, and will be PAID at the xed exchange of 1.8665 to the £1. 
For The YOKOHAMA SPECIE BANK, Limit 


Bishopsgate, London, E.( 
Sth July, 1940. 


NOTICE TO INVESTORS 
| 


Despite difficulties due to unavoidable war 
THE FINANCIAL NEWS is 


maintaining its complete daily record of all 


conditions, 


prices marked in the Stock Exchange lists, 
with its detailed survey, in each Saturday 
morning’s issue, of the latest dealing prices 
of all securities in which business has been 


done during the week. 


THE FINAN- 


essential to all Investors. 


Under existing conditions 
CIAL NEWS is 
Place an order today with your usual news- 


agent for its regular delivery. 





* 
THE FINANCIAL NEWS 


(Twopence Daily) 
20 Bishopsgate, LONDON, E.C.2 





Published weekly by | 
Entered as Second Class Mail Matter at the New Yor k, N.Y., Post Oth 








